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LIQUIDITY PREFERENCE AND LOANABLE FUNDS 
THEORIES, MULTIPLIER AND VELOCITY 
ANALYSES: A SYNTHESIS 


By S. C. Tstanc* 


The great polemics of the ’thirties between the proponents of 
liquidity preference and loanable funds theories of interest have flared 
up again recently.’ Nevertheless, no general agreement seems to have 
been reached on the two main issues: (1) Are the two theories the 
same? (2) If they are not the same, which theory is correct? ; 

It is the purpose of the first two parts of this paper to show that 
the two theories are indeed identical in the sense that the two sets of 
demand and supply functions, i.e., the demand for and the supply of 
loanable funds, and the demand for money to hold and the stock of 
money in existence—would determine the same rate of interest in all 
circumstances, if both sets of demand and supply functions are formu- 
lated correctly in the ex ante sense. 

In the third part, we shall show that the reconciliation between the 
loanable funds and liquidity preference theories of interest provides 
also a key for the reconciliation of the multiplier and velocity analyses 
of income expansion. 


I. Previous Attempts to Reconcile the Two Theories 


To the knowledge of the author, there have been published in Eng- 
lish four attempts to prove that the two theories are identical. These 


* The author is an economist of the International Monetary Fund. He wishes to ac- 
knowledge his debt to T. C. Liu for checking the mathematics for him and for discussions 
on many points in this paper. 

*E.g., L. R. Klein, The Keynesian Revolution (New York, 1949), pp. 117-23; W. 
Fellner and H. M. Somers, “Note on ‘Stocks’ and ‘Flows’ in Monetary Interest Theory,” 
Rev. Econ. Stat., May 1949, XXXI, 145-46; L. R. Klein, “Stock and Flow Analysis in 
Economics,” Econometrica, July 1950, XVIII, 236-41; Karl Brunner on the same topic, 
ibid., pp. 247-51; Replies by Fellner and Somers to Klein and Brunner, ibid., pp. 242-45; 
H. G. Johnson, “Some Cambridge Controversies in Monetary Theory,” Rev. Econ. Stud., 
1951-52, XIX(2), 90-105; D. H. Robertson, “Comments on Mr. Johnson’s Note,” ibid., 
pp. 105-11; and F. H. Hahn, “The Rate of Interest and General Equilibrium Analysis,” 
Econ. Jour., March 1955, LXV, 52-66. 
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are the contributions of Lerner, Hicks, Fellner and Somers, and Swan.’ 

1. Abba Lerner’s proof of the equivalence of the liquidity preference 
and loanable funds theories was achieved only at the expense of total 
distortion of the latter. For to establish the identity of the two theories, 
he interpreted the two main components of the demand and supply of 
loanable funds, viz., savings and investment, in the ex post sense in 
which they are always identical. This made nonsense of the loanable 
funds theory in which savings and investment must be defined in the 
ex ante sense. 

2. A more subtle and sophisticated proof of the identity of the two 
theories is that of J. R. Hicks. In his Value and Capital,’ he demon- 
strates that according to Walras’ Law, the demand for everything in- 
cluding money is necessarily equal, or rather identical, to the supply of 
everything including money; for the effective demand for (or purchase 
of) one thing necessarily implies the supply of something else in ex- 
change for it. If in the goods and services market demand and supply 
are equated through their respective prices, then the equality of the 
demand for and the supply of capital assets (securities) would neces- 
sarily imply the equality of the demand for and the supply of money. 
In other words, in the solution of the general equilibrium system of all 
the prices and the rate of interest, we shall always have a redundant 
demand and supply equation which necessarily follows from all the 
rest. If we choose to eliminate the demand and supply equation for 
money, we shall have the loanable funds theory of interest. If we 
choose to eliminate the demand and supply equation for securities (or 
loans), we shall have the liquidity preference theory of interest. In 
either case, the same interest rate would be determined in the solution 
of the general equilibrium system. 

Although this argument appears to be logically correct, it is not fully 
convincing. Indeed, as Hicks himself has observed, “the argument 
merely enables us to eliminate one out of the » + 1 equations; it does 
not matter in the least which equation we choose to eliminate.””* This 
readily elicited the quip that if we eliminated neither the money equa- 
tion nor the equation for securities (or loans) but the demand and 
supply equation for peanuts what then?° Are we then to have a loana- 

7A. P. Lerner, “Alternative Formulations of the Theory of Interest,” Econ. Jour., June 
1938, XLVIII, 211-30; J. R. Hicks, Value and Capital (Oxford, 1939), Ch. XII, pp. 153-162; 
W. Fellner and H. M. Somers, “Alternative Monetary Approaches to Interest Theory,” 


Rev. Econ. Stat., Feb. 1941, XXIII, 43-48; T. W. Swan, “Some Notes on The Interest 
Controversy,” Econ. Record, Dec. 1941, XVII, 153-65. 


* Hicks, op. cit., pp. 153-62. 
* Ibid., p. 158. 
* Allegedly from Lerner. See Klein, The Keynesian Revolution, op. cit., p. 118. 
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ble funds theory of interest and a liquidity preference theory of peanut 
prices? Or rather a liquidity preference theory of interest and a loana- 
ble funds theory of peanut prices? Hicks gives us no enlightenment on 
this point. In any case, he gives us no adequate explanation why in a 
general equilibrium system of m + 1 equations, either the demand and 
supply of loanable funds or the demand and supply for money should 
be singled out to be “matched” with the determination of the interest 
rate, while none of the demands and supplies of other commodities 
and services have ever been credited with such a direct influence upon 
it.° Surely there must be more to the interrelation between the demand 
and supply for loanable funds and the demand and supply for money 
than that they are merely two of the Walrasian system of » + 1 simul- 
taneous equations, any one of which can be eliminated as otiose. To 
prove convincingly that the two theories are in fact the same, we must 
demonstrate that the decision on the part of any economic subject, 
be it a firm or an individual, to demand or supply loanable funds 
necessarily involves a corresponding decision to hold or part with 
money. 

3. The fundamental shortcoming of establishing the equivalence of 
the two theories on the basis of Walras’ Law becomes clear when this 
line of argument is further elaborated by Fellner and Somers and pre- 
sented in precise diagrammatic form. In their joint article,’ they have 
attempted to demonstrate that the two theories are identical and would 
always lead to one and the same rate of interest; and they conclude 
that the rate of interest equates demand and supply of cash only in 
the sense in which the price of shoes can also be said to perform this 
function if all other prices are given.* 

Their argument is also based upon the Walrasian axiom that during 
any period of time the total “demand” for money is identical with 
the aggregate supply of all goods and services including “claims” 
(securities in Hicks’ terminology) exchanged for money, plus the de- 
mand to retain one’s own money (the reservation demand); and 
conversely that the total “supply” of money is identical with the 
aggregate demand in terms of money for all goods and services includ- 
ing “claims” plus one’s own money “supplied” to oneself by not 
spending.® 

Thus it is demonstrated that the total demand and supply for money 
(interpreted in their fashion) will always be equated at the same rate 


* Hicks, op. cit., p. 161. 

* “Alternative Monetary Approaches to Interest Theory,” loc. cit., pp. 43-48. 
* Ibid., p. 48. 

[bid., p. 45. 


or 542 THE AMERICAN ECONOMIC REVIEW 


of interest as would the demand and supply for “claims”; for the 
other two components of the total demand for money are alleged to be 
equal respectively to the corresponding components of the total supply 
of money at all rates of interest.’° It is then concluded that the demand 
and supply for claims are the natural determinants of the rate of in- 
terest and that the total demand and supply for money may be said 
to determine the rate of interest only when other prices have already 
equated the demands and supplies for all other commodities and 
services. 
This procedure of proof is in fact merely an elaboration of Hicks 
; line of argument, the inadequacies of which are now made amply clear. 
First, their definitions of the demand and supply of money derived 
from Walras’ Law are quite different from those implicit in the 
liquidity preference theory. Total supply of money in their termi- 
a nology is simply total money expenditures on goods and services as 
. well as on the purchases of “claims” plus the amount of money held 
unspent. This total of the so-called “supply of money,” the main com- 
ponents of which are flows over time, does not necessarily equal the 
total stock of money in existence (which is the usual meaning of the 
supply of money in the liquidity preference theory), unless the period 
of time over which the flows of money expenditures are measured is 
so defined as to make them equal. Similarly, the total demand for 
money in their nomenclature is simply the sum total of the flows of 
goods and services and securities sold during a period of undefined 
length plus the amount of money held unspent. Again this definition of 
the demand for money is totally alien to the liquidity preference theory 
where the demand for money is defined as the demand to hold one’s 
wealth in the form of stocks of money. Fellner and Somers made no 
attempt whatever to reconcile the usual Keynesian definitions of the 
demand and supply of money in the stock sense with their own defini- 
tions in the flow sense. 
More fundamentally, we may call the demand and supply of money 
a under their definitions the ex post demand and supply for money; for 
<4 the demand and supply of money under their special definitions are de- 
rived from Walras’ Law, which is really nothing but the truism that 
the effective demand for any good implies the supply of something 
else in exchange for it, and conversely the supply of any good implies 
the demand for something else in exchange for it. On this ground, 
Fellner and Somers have so defined the demand for money that any 
sales of goods and services must automatically be treated as a demand 
for money as such, regardless of how the economic subject concerned 


[bid., pp. 45-46. 
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would choose to allocate these money receipts if he had time to do so. 
This reminds one of the ex post definitions of savings according to 
which a supplier of goods and services, who has just effected a sale 
but who has not yet had time to allocate the proceeds to any particu- 
lar use, is said to have saved the proceeds. Now according to Fellner 
and Somers, he is said to have demanded the proceeds as a cash 
balance! 

In adopting the Walrasian ex post definitions for the demand and 
supply of money, which render them identical except for the com- 
ponents consisting of the demand and supply of securities (claims), 
Fellner and Somers are in fact just as unfair to the liquidity prefer- 
ence theory as Lerner, in adopting the Keynesian ex post definitions of 
savings and investment in his reconciliation of the two theories, is to 
the loanable funds theory.” 

Secondly, the assertion that the demand for money arising from the 
sales of goods and services is always matched by the supply of money 
arising from the purchases of goods and services, and hence has no 
influence upon the rate of interest, seems to be tantamount to saying 
that the volume of transactions and the level of income could have no 
influence upon the rate of interest through increasing the demand for 
money for transaction purposes. Indeed it is hard to see how the de- 
mand for money for transaction purposes is taken into account in 
their definitions of the demand and supply of money. 

4. Another reconciliation of the liquidity preference and loanable 
funds theories was attempted by Swan.’ He started with Lerner’s 
diagrammatic exposition of the loanable funds theory (Figure 1), 
which shows the total demand for loanable funds as the sum of invest- 
ment (the J schedule): plus net “hoarding” (the Z schedule) and the 
supply of loanable funds as the sum of savings (the S schedule) plus 
net increase in money supply (the M schedule).’* Then, like Lerner, 
he regards the fact that Z and M schedules intersect at a different rate 
of interest from that represented by the point of intersection of the 
I + Land S + M curves as indicative of the conflict between the loana- 
ble funds and liquidity preference theories. He then proceeds to resolve 


“Lerner, by defining savings and investment in the ex post sense, in which they are 
identical even as schedules, was able to contend that they are completely otiose in the 
determination of the interest rate, a sort of “sleeping partner in the firm.” (Op. cit., 
pp. 215-21). Now Fellner and Somers, by defining the demand and supply of money arising 
from the purchases and sales of goods and services and from the retention of idle balances 
in the ex post sense, in which they are identical as schedules, are also able to argue that 
these demands and supplies of money are in turn completely otiose. The nemesis of ex post 
definitions seems to have befallen their initiators! 


* Op. cit., pp. 153-65. 
“ Lerner, op. cit., Figure 1, p. 213. 
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this conflict by arguing without much explanation that (a) the excess 
of ex ante savings over ex post savings as well as (b) the excess of 
ex post investment over ex ante investment constitute some sort of 
“imaginary liquidity,” which though imaginary can nevertheless satisfy 
actual demand for cash balances. When these two components of 
“imaginary liquidity” are added together the two ex post magnitudes 
(ex post savings and ex post investment) luckily cancel out as they 
are identical. Thus the total “imaginary liquidity” is equal to the ex- 


it m S$ 
K Pa 
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I+L 
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cess of ex ante savings over ex ante investment. This amount of 
“imaginary liquidity” would be just enough to satisfy the excess of 
“hoarding” over the increase in the quantity of money; since at the 
equilibrium rate of interest, S + M = 1+ L,hence,S — 7] = L— 
“The original Keynesian formulation of the liquidity preference theory, 
in which the supply of liquidity is identified with the actual quantity 
of money, is equivalent to the loanable funds theory only when saving 
and investment ex ante are equal and there is no ‘imaginary money’ 
to complicate the analysis.’”** 

This is much ado about something quite imaginary. For Haberler 
was certainly quite right in attaching no significance to the intersec- 
tion of the Z and M curves in Lerner’s diagram. If L + J is to repre- 
sent the total demand for loanable funds, ZL must be interpreted as the 
net demand for additional idle balances.”* If it is interpreted, as by 


“ Swan, op. cit., pp. 158-63. 
Ibid., p. 163. 


“ Haberler, Prosperity and Depression, 3d ed. (New York, 1946), pp. 184-87 and 
pp. 200-02. 
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Lerner and apparently by Swan too, in the sense of the increase in 
demand to hold money in general, then the 7 + Z curve would make no 
sense, and certainly could not be said to represent the total demand for 
loanable funds as understood by the loanable funds theorists.’* The 
diagram merely shows that when ex ante savings exceed ex ante invest- 
ment by the amount GH at the equilibrium rate of interest, that much 
money would be transferred from the active balances into the idle 
balances, the increase of which is shown here to exceed the increase in 
the quantity of money by EF = GH.”* There is nothing imaginary 
about the money thus transferred. 

Nor would the above diagram indicate any conflict between the 
loanable funds theory which it purports to depict and the liquidity 
preference theory which is not depicted there at all. If the Z curve 
must be interpreted as the demand for additional idle balances to 
conform to the loanable funds theory, then the Z curve cannot at 
the same time be interpreted to represent the increase in total demand 
for money (liquidity preference), including both active and idle 
balances, as the demand for money should be interpreted under the 
liquidity preference theory. By the same token, this diagram cannot 
be manipulated to prove that these two theories are compatible and 
equivalent either. 


Il. A Synthesis of the Two Theories 


To give a convincing demonstration of the equivalence of the two 
theories, we must explain how the decision of any economic subject 
on how much to borrow or to lend necessarily implies a corresponding 
decision to hold money for one purpose or another. This is not difficult 
to do if we merely follow closely D. H. Robertson’s formulation of the 
loanable funds theory. 

Loanable funds are flows over time. Their magnitude cannot be 
measured unless we define the period over which these flows are to be 
measured. It is convenient, following Robertson, to divide time into 
“days,” “which are so short that the income [or sales proceeds] which 
a man [or a firm] receives on a given day cannot be allocated during 
its course to any particular use.’** Furthermore, although Robertson 


* See below, pp. 546-48. 

* Cf. Haberler, op. cit., p. 187. Although Haberler believed that the lonable funds and 
liquidity preference theories are but alternative ways of expressing the same thing, he 
too, like Robertson, made no attempt to demonstrate formally that the two theories 
would always lead to one and the same rate of interest. He contented himself merely with 
showing that under various specific situations, the two theories would lead us to expect 
the rate of interest to move in the same direction (ibid., pp. 211-18). 

” Essays in Monetary Theory (London, 1940), p. 65. The insertions in brackets are 
my own. 
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himself did not specifically make this assumption, it will greatly clarify 
the analysis if we assume further, this time after Hicks,” that all con- 
tracts on the loan market are concluded at the very beginning of each 
day, and during the rest of the day people merely carry out their plans 
for spending (consumption and investment) with either their own 
money or borrowed money. There would be only one rate of interest 
for each “day” to be determined at the beginning of the day. In this 
way, we shall be enabled to analyze the dynamic process of changes 
in income, interest rate, etc., into a series of “cinematographic” pic- 
tures of short-term equilibria at small intervals of time. Net savings 
available to the loan market at the beginning of a day are defined as the 
difference between the net income of the previous day and consumption 
expenditure planned for the day. Similarly gross saving is defined as 
the difference between the gross income (net income plus “disen- 
tanglings” of past savings released from embodiment in fixed capital or 
working capital) of the previous day and planned consumption of the 
current day. 

At the opening of each day (or rather at the end of the previous 
day) all disposable incomes, gross or net, are embodied in money; 
for these incomes received during the previous day cannot be disposed 
of until the coming day.** Thus, at the opening of each day, each eco- 
nomic subject starts with a stock of money equal to his gross income 
received during the previous day plus his stock of idle cash, i.e., money 
which he did not allocate either to any spending or to lending (pur- 
chase of securities) during the previous day. For the community as a 
whole, the day is opened with a stock of money equal to the aggregate 
gross income of the community during the previous day plus the aggre- 
gate amount of idle cash balances—and this total stock is necessarily 
equal to the total amount of money in existence at the end of the previ- 
ous day. 

Since a day is defined as so short that income or sales proceeds re- 
ceived during the day cannot be used to meet expenditures during the 
same day, all expenditures, whether consumption or investment, 


™“ Value and Capital, op. cit., pp. 122-23. Only Hicks calls his period a “week.” 

“This statement appears to involve the assumption that all sales are effected in cash 
transactions. In reality, it is likely that part of the total sales during any period would be 
effected against credit. This kind of complication, however, does not change the substance 
of our argument; for we can always consider sales against credit as actually consisting of 
two separate steps; first a granting of loan by the seller to the purchaser and then a sale 
against cash. To include the supply and demand for such loans as are implied in sales on 
credit into the aggregate supply and demand for loanable funds would not change the 
equilibrium on the money market, because the same amount would be added to both the 
demand and the supply sides of the lonable funds equation. 

“Disentanglements” of past savings would also be temporarily embodied in money at 
the end of each period, as they must constitute part of the gross sales proceeds. 
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planned for the day must require funds equal in amount to these 
planned expenditures to be set aside at the beginning of the day. It is 
in this sense that, in accordance with the loanable funds theory, 
planned investment expenditures for the current day give rise to de- 
mands for loanable funds. Keynes in his reply to criticism also ad- 
mitted that “an investment decision (Prof. Ohlin’s investment ex ante) 
may sometimes involve a temporary demand for money before it is 
carried out,” and that “planned investment—i.e. investment ex ante— 
may have to secure its ‘financial provision’ before the investment takes 
place; that is to say, before the corresponding saving has taken 
place.””** 

From what we have said about the length of our “days,” it should 
be clear that the requirement for such “financial provision” is not 
peculiar to planned investment expenditures but applies to all expendi- 
tures. And we must contend that Keynes was confused in adding after 
his concession as to the demand for “finance,” almost as a second 
thought, that this demand for “finance” is “quite distinct from the 
demand for active balances which will arise as a result of the invest- 
ment activity while it is going on” (presumably by which he meant 
the transaction demand for money proper). These requirements for 
“finance” for all planned expenditures actually constitute the whole 
transaction demand for money for the “day.” There will be no further 
demand for transaction balances when the planned expenditures are 
carried out; for the economic subject concerned will only part with 
the “finance funds” accumulated at the beginning of the day as he 
executes his expenditure plan. The money that he will receive during 
the day from sales of goods and services, however, is merely the 
temporary embodiment of his gross income which will not become 
disposable until the next day. These money receipts during the later 
part of the day cannot be regarded in any sense as his demand for 
transaction balances to carry out his current transactions.** In any 
case, since we have assumed that the contracts on the loan market are 
concluded at the very beginning of the day, it is only the requirements 
for funds at the beginning of the day to finance all planned expendi- 
tures during the day that would influence the rate of interest, not the 
ensuing receipts of money embodying the incomes of the day which 
are not disposable until the next day. 

Now that the confusion about “finance” and transaction demand for 
money, which we have shown to be really the same thing, has been 
cleared up, it is easy to show that the loanable funds and the liquidity 


= “Alternative Theories of the Rate of Interest,” Econ. Jour., June 1937, XLVII, 246. 


* Contrast with Fellner and Somers’ definition of the demand for money on the basis 
of Walras’ Law. See above pp. 541-43. 
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preference theories really say the same thing in different terminology. 
According to the loanable funds theory, the supply of loanable funds 
to the loan market at the beginning of each day is equal to the sum of 
(1) current planned savings, defined as the net income of the preced- 
ing day minus the planned consumption of the current day; (2) “dis- 
entanglings” or disinvestment of either fixed or working capital during 
the previous day; (3) “net dishoardings,” i.e., the net decrease in idle 
money which it is planned to withhold from both spending and pur- 
chases of claims as compared with the idle money thus held during 
the previous day (this, of course may be negative); and (4) net addi- 
tional credit creation. The demand for loanable funds on the loan 
market is for (1) funds destined for net investment expenditure; 
(2) funds destined for expenditure on the maintenance or replace- 
ment of fixed or working capital.** 

The rate of interest is the mechanism through which the demand for 
loanable funds is equated to the supply of loanable funds, 7.e., through 
which the consumption and investment plans and the demand for idle 
balances are made consistent with each other. Since (1) and (2) of the 
supply of loanable funds and (1) and (2) of the demand for loanable 
funds may be summed up, respectively, as planned gross savings and 
planned gross investment expenditures, the equation for the determina- 
tion of the rate of interest according to the loanable funds theory may 
be simplified as: 

Planned current gross savings + net decrease in the demand for idle 

money + net creation of new money = current planned gross invest- 
ment. (1) 


Furthermore, since planned gross savings are defined as gross in- 
come of the preceding period minus planned consumption of the 
current period and the decrease in the demand for idle money is equal 
to the idle money of the preceding period minus the demand for idle 
money in the current period, the above equation can be rewritten as: 

Gross income of the previous day — current planned consumption + idle 

money of the previous day — the current demand for idle money + net 
creation of new money = current planned gross investment. (2) 


Moreover, since as explained above, gross income of the previous 
period plus the idle money of the previous period equal the total stock 
of money existing at the end of the previous period, this equation can 
be further written as: 

Existing stock of money + net creation of new money = current planned 


“Cf. D. H. Robertson, “Mr. Keynes and the Rate of Interest,’ Essays in Monetary 
Theory, op. cit., pp. 2-3. 
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consumption -+ current planned gross investment + current demand for 
idle money. (3) 


Again, as explained above, since planned consumption and invest- 
ment give rise to demands for “financial provision” of equal amount 
(which we have shown to be the real meaning of the transaction de- 
mand for money), we may further rewrite the loanable funds equa- 
tion as: 

Existing stock of money + net creation of new money 

= current demand for “finance”’ (or current transaction demand for money) 

+ current demand for idle money. 


Thus the equation for the demand and supply of loanable funds is 
shown to be exactly equivalent to the equation for the demand and 
supply of money. The key to this transformation is the understanding 


C+H 


interest 


E A F BD 


FIGURE 2 


that, in a slice of time so short as a Robertsonian day, the demand 
for “finance” funds must be equal to the planned expenditures during 
the day. There is no need to resort to the far fetched reasoning based 
upon the Walrasian general equilibrium system, where any offer of 
goods and services for sale must be treated automatically as a demand 
for money balances as such, regardless of how the economic subject 
concerned would allocate his money receipts if allowed time to do so. 

In order to express the components of the above equations in 
schedules or functions, we shall demonstrate the exact equivalence of 
the two theories by means of a diagram (Figure 2) showing equation 
(2). In Figure 2, OA and AB on the horizontal axis are the amounts 
of gross income and idle money, respectively, of the previous day. 
These magnitudes are given data for the current day. Suppose that, 
given the amount of disposable income, planned consumption for the 
current day is a decreasing function of the current rate of interest 
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of 
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(measured along the vertical axis) as depicted by the C curve. Sup- 
pose the current demand for idle money is also a decreasing function 
of the interest rate as represented by the horizontal distances between 
the C curve and the C + H curve. Thus by definition, the horizontal 
distances between the C + H curve and the vertical line through B 
give the supply of loanable funds of the nonbanking sector at different 
rates of interest. This supply becomes negative when the C + H curve 
passes to the right of the perpendicular through B. If the supply of 
additional new money by the banking system may also be regarded as 
a function of the rate of interest (an increasing one) as the banks are 
probably more willing to stretch their reserve ratios when the returns 
on loans are high, this may be represented as curve M, the horizontal 
distances between which and the perpendicular through B measure the 
amounts of new money that would be created at various rates of inter- 
est. When the M curve is to the left of the line through B, there will be 
a disappearance of existing money into the banking system instead 
of creation of new money. Thus the supply schedule of loanable funds 
for the whole community is represented by the horizontal distances 
between the C + H curve and the ¥ curve. The supply becomes nega- 
tive when the rate of interest falls below the point of intersection of 
the C + H curve and the M curve (viz., point Q). 

The demand for loanable funds on the left-hand side of equation (2) 
consists of the current planned gross investment which we shall assume 
to be a decreasing function of the current rate of interest, given the 
disposable income received during the preceding day and the stock 
of capital equipment in existence. The schedule for planned invest- 
ment may be represented by the horizontal distances between the 
C + H + Icurveand the C + H curve. 

The current rate of interest will then be determined at point P, the 
intersection of the C -- H + J curve and the M curve; for at that 
point, the horizontal distance between the C + H + / curve and the 
C + H curve, i.e., the demand for loanable funds, is equated to the 
horizontal distance between the C + H curve and the M curve, 7.e., the 
supply of loanable funds. 

Now exactly the same diagram may be used to illustrate the determi- 
nation of the interest rate according to the liquidity preference theory. 
For the C + H +] curve relative to the vertical axis is nothing but 
the aggregate demand curve for money, consisting of the demand for 
“finance” for planned consumption and investment (i.e., the current 
transaction demand for money) and the demand for idle money (for 
speculative and precautionary purposes), viz., the right-hand side of 
equations (3) and (4). OA + AB is the total stock of money existing 
at the end of the previous day and BD the amount of additional money 
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that is induced by the current rate of interest PD. Thus at the equi- 
librium rate of interest PD, the aggregate demand for money is equal 
to the total stock of money including the new addition to money 
supply. Thus the liquidity preference and loanable funds theories are 
indeed two different ways of saying the same thing, leading in all con- 
ceivable circumstances to the same result. The perfect agreement be- 
tween the two theories is found to exist because the ex ante decisions 
to supply loanable funds to the market necessarily imply correspond- 
ing decisions (also ex ante) as to the funds required to finance one’s 
own consumption and one’s own demand for idle money, while the de- 
cisions to take loanable funds off the market necessarily imply corre- 
sponding decisions as to the requirements for funds to finance invest- 
ment expenditures. 

Not all the practical and policy issues arising out of the old contro- 
versy, however, are mere issues of terminology. For Keynes and his 
followers were often confused about the nature of the transaction de- 
mand for money (or “finance’’), and this confusion led them to make 
unwarranted assertions about the effects of increased thrift and in- 
creased productivity of investment (marginal efficiency of invest- 
ment). For instance, it was a common assertion on the part of pro- 
ponents of the liquidity preference theory that an increase in thrift 
or an increase in the marginal efficiency of investment would have no 
direct effect upon the rate of interest, and that the ultimate effect of 
either type of change upon the interest rate would come about only 
indirectly through the effect on the level of income, which would con- 
tract or expand, as the case might be, as a result of the multiplier 
process regarded as operating independently of the money market. 
This early naiveté of the Keynesians can easily be shown to have 
been based on erroneous analysis. 

An increase in thrift (or a decrease in the propensity to consume) 
would shift the planned consumption curve C to the left. Given the 
demand schedule for idle money, the C + H curve would also shift 
to the left. Thus, in the terminology of the loanable funds theory, the 
supply of loanable funds would be increased. If the planned invest- 
ment schedule were unchanged, the rate of interest would fall. In the 
terminology of the liquidity preference theory, the total demand for 
money (C + H + J) curve would be shifted to the left because of a 
decrease in the demand for “finance” for planned consumption ex- 
penditures. Again the rate of interest would fall. And this would 
happen before the new consumption and investment expenditure plans 
were executed, i.e., before the fall in income had taken place. It is not 
just a matter of the assumption about the elasticity of the demand for 
idle money. Similarly the marginal efficiency of investment can be 
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shown to have a direct effect upon the rate of interest before the rise 
in income takes place. Thus our reconciliation of the two theories 
really points to a victory of the loanable funds theory on practical 
issues. 


III. Static and Dynamic Theories of Interest 


If the two theories are equivalent under all circumstances, why is it 
that the liquidity preference theory has come to be looked upon as a 
comparative static theory, whereas the loanable funds theory is re- 
garded as a dynamic theory at least by the adherents of the latter?*° 
It is submitted here that again it is the confusion on the part of 
liquidity preference theorists about the transaction demand for money 
which obscures the dynamic nature of the liquidity preference theory 
and lends it the appearance of a static theory. On the other hand, the 
way in which the demand and supply equation is formulated by the 
loanable funds theory necessarily brings out in strong relief the dy- 
namic process of change over time. 

To demonstrate this thesis, we shall restate our equations for the 
demand and supply of loanable funds and the demand and supply of 
money in symbols. 


Let 
Ci = C(¥ in, re) (5) 
= 10) (6) 
Mi, = Mi(r;) (7) 
M, = M(R, 1) (8) 


where C+, current consumption, is expressed as a function of gross 
income of the previous period Y:-, and the current rate of interest r:; 
7+, current gross investment, as a function of gross income of previ- 
ous period and the current rate of interest; Mit, the current demand 
for idle balances, a function of the current interest rate; and J/; the 
current supply of money, a function of current bank reserves R: and 
the current interest rate. The subscripts ¢ and ¢ — 1 refer to the periods 
concerned. Then equation (1) above, which expresses the equality of 
the demand and supply of loanable funds, may be written as: 


1 — Ar, = 

; t-1 t dy t aR t ov t t 

- where Ar: is defined as (7: — res) and AR: as (R: — Re-). 

* See Johnson, “Some Cambridge Controversies in Monetary Theory,” op. cit., esp. 
‘ pp. 90-92. 
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Since J: + C+ = ¥+, gross income of the current period,” 


y y OM OM dMi 
This plainly indicates the dependence of the present on the past. Not 
only are current consumption and investment dependent upon the 
income of the preceding period, but net hoarding and net increase in 
the money supply are stated to depend upon the change in the current 
rate of interest and the change in bank reserves as compared with the 
previous period, This equation also provides a direct link between the 
change in income and changes in the interest rate and the money 
supply; for the expansion (or contraction) of income flow (which is 
identified with the discrepancy between ex ante investment and ex ante 
savings in the Robertsonian sense) is stated to be achieved only 
through a decrease (or an increase) in the demand for idle balances 
and/or an increase (or a decrease) in the total money supply, which 
are partly induced by the current interest rate. 

Equations (5) to (9) inclusive plus the identity C: + J: = Fe are 
sufficient to determine the six variables C:, Jt, Y:, Mi:, M: and r:; 
given Y:-, the income of the previous period, and R:, which we here 
treat as an exogenous variable. There is no room for another 
independent liquidity preference equation of the general form 
M: = L(¥+t, rt), which would make the system overdetermined. There- 


fore, if both theories are correct, the liquidity preference equation and 
the loanable funds equation cannot be independent but must be mu- 
tually implied, as we have shown above. That is, when we add Mit to 
both sides, we have 


: oM OM dMi 
+ Mii, + — AR, + — Arn, = Mint 
OR Or dr 
which, as explained above (pp. 548-49), implies:*’ 
M; = Y; Mi(r,). (10) 


“ Since our period is defined as such a short slice of time that income received during a 
given period cannot be allocated within the same period to any particular use, it is 
reasonable to assume that expenditure plans for a given period, once decided upon at the 
beginning of the period concerned, would not be revised during the course of the same 
period. (See above, pp. 545-46.) Therefore, ¥; = I; + C:, may be regarded as both the ex 
ante and the ex post income of the current period. 

* Incidentally, our repeated demonstration of the exact equivalence of the loanable funds 
equation and the liquidity preference equation should also serve to show that the “flow 
approach” represented by the loanable funds theory and the “stock approach” represented 
by the liquidity preference theory are not so fundamentally different as L. R. Klein and 
Karl Brunner appear to believe. (See Klein, The Keynesian Revolution, op. cit., pp. 122-23, 
and “Stock and Flow Analysis in Economics,” and Brunner on the same subject, loc. cit., 
pp. 236-41 and pp. 247-51, respectively.) We have in fact shown above that the loanable 
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This is the liquidity preference equation, equation (4) above, re- 
written in symbols showing the aggregate demand for money as a func- 
tion of the current income and the rate of interest. 

Equation (10) may appear to have the advantage of greater sim- 
plicity over equation (9) above, which fact probably accounts for the 
great attraction of the Keynesian theory of interest. If, however, Y: 
is understood as income realised in the current period, as it is generally 
understood by most Keynesians, the dynamic nature of the money 
market mechanism is entirely obscured. It provides no obvious link 
between the past and the present. It appears to define only the equi- 
librium relationship between money supply, income and interest rate, 
but not to be concerned with the changes of these variables over time. 

This difference, however, is only apparent. If the two theories are 
really equivalent, one cannot be a dynamic theory while the other 
remains a static one. If we understand Y; as the sum of planned 
current consumption and investment, which are themselves functions 
of Y:-, then the dynamic nature of the liquidity preference equation 
becomes clear; for then equation (10) rewritten in the form of 


M, = C(Y r:) +- (Yin, + Mi(r,) (11) 


would clearly indicate the dependence of the present upon the past.” 

Indeed, the demand for money in general, i.e., the righthand side 
of equation (11) can be expressed as a function of the income received 
in the previous period and the current rate of interest,” i.e., as 
L(Vt-, re), where 


OL, Ol, 
= + (12) 
and 
OL, Ol, dMi, 
— =—-+—+— (13) 
or, Or, or, dr; 


funds equation, equations (9), which define a “flow” equilibrium, can be easily transformed 
into the liquidity preference equation, equation (10), which defines a “stock” equilibrium. 

* See Johnson, op. cit., p. 91; “one could ‘dynamise’ the liquidity preference theory, for 
example, by making the amount of money held to satisfy the transaction demand for money 
in one period a function of the income received in the previous period.” 

” Of all the expositors of the liquidity preference theory, Franco Modigliani alone has 
expressed the liquidity preference theory in this dynamic form. He did not, however, 
explain why he adopted this functional form, nor did he seem to be aware, like all other 
xpositors of the liquidity preference theory, notably Hicks and Lange, of the dependence 
of the liquidity preference function upon the investment and consumption functions. See 
his “Liquidity Preference and the Theory of Interest and Money,” Econometrica, Jan. 
1944, XII, 45-88, reprinted in Readings in fonetary Theory (Philadelphia, 1951), pp. 186- 
239, esp. pp. 206-08. See also Hicks, “Mr. Keynes and the ‘Classics’; A Suggested Inter- 
pretation,’ Econometrica, 1937, V, 147-59, and Lange, “The Rate of Interest and the 
Optimum Propensity to Consume,” Economica, Feb. 1938, V, n.s., 12-32. 
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In other words, the liquidity preference function is neither inde- 
pendent of the consumption function nor of the investment function 
but is a sort of composite function of the consumption and investment 
functions and the function of the demand for inactive balances. All 
the disagreements between the loanable funds and liquidity preference 
theories on practical issues seem to arise from the failure on the part 
of liquidity preference theorists themselves to perceive the dependence 
of the aggregate liquidity preference (or demand for money) function 
upon the consumption and investment functions. 

Furthermore, the beguiling simplicity of the demand and supply of 
money equation (10) tends to mislead the liquidity preference theorists 
into overlooking the relation between income changes and changes in 
the interest rate and money supply from period to period, which is so 
clearly shown by the loanable funds equation that it cannot possibly 
be neglected.*”” Neglect of this link led many early Keynesian econo- 
mists to think that the multiplier process of income expansion operates 
independently of the money-market mechanism and regardless of what 
happens to the money supply. From what has been said above, it 
should be clear that in every step of the evolution of the multiplier 
process, changes in the interest rate and/or money supply are neces- 
sarily involved. 


IV. Reappraisal of the Multiplier and Velocity Analysis 


Our understanding of the link between income changes and changes 
in the money supply and interest rate should enable us to reappraise 
the multiplier approach and the traditional velocity approach to the 
problem of income expansion, and to achieve a reconciliation between 
the two. 

More than ten years ago, Samuelson spoke of the unsuccessful 
attempts to reconcile the multiplier analysis and the velocity approach 
as either “trivial” or “founded upon error.”*' Even today it seems that 
the only points of agreement between the two approaches are perhaps 
that the velocity of circulation of active money is substantially con- 
stant under normal circumstances*’ and that the period of time for 
which the income velocity of active money is unity should be taken 


” Although this link as shown by equation (9) can be easily derived also from equation 
(10), the demand and supply of money equation, by taking the first differences of both 
sides. 

* “Fiscal Policy and Income Determination,” Quart. Jour. Econ., Aug. 1942, LVI, esp. 
601-05. Nor does the recent attempt by Vera Lutz to “marry” the two approaches strike 
the author as very successful. (See V. Lutz, “Multiplier and Velocity Analysis: A Mar- 
riage,’ Economica, Feb. 1955, XXII, ns., 29-44.) 

“See, for instance, J. M. Keynes, General Theory, p. 201; Richard Goodwin, “The 
Multiplier,” The New Economics, ed. S. E. Harris (New York, 1947), p. 488. 
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as “the income propagation period” or “multiplier time period” in the 
multiplier analysis.** 

The period over which the total net income is equal to the total 
active money is necessarily longer than the period over which the total 
gross income (or gross expenditure) is equal to the total active money, 
viz., the period which we have chosen to identify with our “day” in 
order to accommodate Robertson’s definition of the demand and supply 
of loanable funds which includes disinvestment of working as well as 
fixed capital as part of the supply of, and replacement as part of the 
demand for, loanable funds. To use instead the longer income-propaga- 
tion period as our unit period would not make any difference to our 
argument above; for there would still be a one-to-one equivalence be- 
tween the demand for transaction balances (or the demand for loana- 
ble funds) and the expenditures on consumption and investment (the 
latter taken met in the present case). 

For the convenience of exposition of the multiplier theory, let us 
assume that consumption and investment (net) in money terms may 
be approximated by the two following linear functions, respectively, 


(14) 
| (15) 


where Y is net money income, r the rate of interest, Ca and J. the 
autonomous elements, and the ¢-subscripts of the variables indicate 
the period concerned. Furthermore, we shall assume that the demand 
for idle balances Mi and the supply of money M may also be expressed 
as the following linear functions: 


Mi, ~ Mi. — Or, (16) 
M,= R: + yRi-1 + sr; (17) 


where J/ia is the autonomous element in the demand for idle money; 
R, the reserve money created by the central bank (7.e., deposits at the 
central bank and currency) and y, the inverse of the normal reserve 
ratio of commercial banks. The expansion of commercial bank credit 
following an increase in reserve money is supposed to lag one period 
behind the increase in reserve money. Given the reserves, the supply of 
money by commercial banks is supposed to be an increasing function 
of the current rate of interest. 

The rate of interest r:, as shown above, may be regarded as de- 

See F. Machlup, “Period Analysis and Multiplier Theory,” collected in Readings in 


Business Cycle Theory (Philadelphia, 1944), pp. 203-34, esp. pp. 208-14, and Goodwin, 
op. cit., pp. 487-88. 
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termined either by the demand and supply of loanable funds or the 
demand and supply of money. As the equation of the demand and 
supply of loanable funds brings out the dynamic process of changes 
more clearly than the demand and supply of money equation, we shall 
use the former to determine the rate of interest 7:. Thus 


— C, AMi, + AM, = Ii. 
Hence 
Vi — Vu = AM, — AM, 
or 
AY, = yARi1 + AR, + (s + B)An:. (18) 


That is, the change in income would necessarily equal the sum of the 
increment in money supply plus dishoarding. 

In a period of income equilibrium, however, Ye = V:-: and there 
should be no change in money supply (in particular there should be 
no change in reserve money). Then AY, AR and Ar would all be zero.”* 
Suppose we start from such an equilibrium period (let it be Period 0). 
Then 

6+ — (i + (19) 


Starting from such an equilibrium, let us assume that the flow of 
investment is supplemented by a constant injection of A each period, 
say by deficit spending of the government. The early enthusiasts for 
multiplier theory would claim that, whether these injections were 
financed by creations of additional money or by borrowings that in- 
volve no increase in the money supply, money income would expand 
in much the same way to a new higher level determined by the multi- 
plier and stay there.*® The crude quantity theorists, on the other hand, 
would expect that the aggregate income would remain substantially 
unchanged, in spite of the government’s deficit spending, if the 
financing of the deficits involved no increase in the money supply. If 
the deficits were financed by a steady creation of new money, they 
would expect the money income to increase also steadily without 
limit instead of approaching the level set by the multiplier. These 
conflicting expectations can easily be resolved as the results of differ- 
ent assumptions about the demand functions for idle money, both of 
which may be approximations of certain particular historical and 
geographical circumstances. 

Let us first suppose that the constant stream of additional 

“When VY; = ¥:-, savings in the Robertsonian sense are necessarily equal to investment, 
and the converse is also true. For savings are defined as V:-1— Cr. If Vir = ¥: => C; + 

* See, for instance, Samuelson, of. cit., pp. 590-95. 
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autonomous expenditure A is financed by government borrowing in- 
volving no increase in reserve money. In Period 1, the equilibrium 
on the money market (the equality between the demand for and the 
supply of loanable funds) signifies: 


A+, = C, — + AM, (20) 


Substituting (14), (15), (16), (17) and (19) in (20), while keeping 
AR; = 0, we have: 


il 


+ c’) + (8 +s) Jan, 
A 
(i? +c) + (B+s) 
That is, in period 1, the rate of interest would rise by 
A 


(’+i)+(8 +5) 


Then 
AY, = A — (c’ + 7)An, 
B+s 
+ 


(22) 


By repeated substitution we could indeed find out how the rate of 
interest and income would change from period to period and whether 
they would approach respectively to new equilibrium levels. However, 
this would be a tedious process. Instead, we may find the answer by 
solving the following difference equation. From the definition of Y; 
and the consumption and investment functions given in (14) and 
(15), we may write 


Ve= (i — + + (Ca + Ia + A). 
Then 
AY, = Yeu = (6+ OAV — (i + (23) 


But from (18), when 4R is always assumed to be zero, we get 


1 
Ar, = —— 
B+s 


Substituting this in (23), we get 


|. 
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The general solution for AY; is 


= 
B+s 

s)A 

(c’ + i’) + (8 +s) 


Income will approach asymptotically to a new level only when A¥Yz 
tapers off to zero, 7.e., when 


or 
+c’ 
1+ —1i-—c> 90. (26) 
Bos 


If this condition holds, income will gradually reach a new equilibrium 
Y., and 


¥.= 4¥, = (27) 


This gives us a multiplier formula that is generalized to include the 
effects of induced changes in the rate of interest, assuming there is no 
change in reserve money (central bank credit and currency). 

The early Keynesians were of the opinion that ? and s, the interest 
elasticities of demand for idle money and of supply of money by com- 

@+s 
negligibly small. Thus, they could claim that the multiplier process is 
independent of the money market and the multiplier is determined 
solely by the propensity to spend (the propensities to consume and 
to invest). 

The crude quantity theorists, on the other hand, believe that ?, the 
interest elasticity of demand for idle money, is very small if not zero. 
If the monetary authorities not only did not allow reserve money to 
increase but also took effective measures to offset the induced increase 
in bank money by the commercial banks so that s is also zero, then 


is 


mercial banks, respectively, are infinitely large, so that 


= 
B+s 
< l, 
1 + ——— 
B+s 
1- (i+ +—— 
B+s 
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. ry : becomes infinitely large. The multiplier then is infinitely small. 
In other words, in spite of the constant additional autonomous spend- 
ing by the government, the effect upon money income would be quite 
negligible, so long as the government spendings were financed without 
involving any increase in money supply. 

Thus, the conflicting views of the multiplier theorists and the crude 
quantity theorists are merely the result of the two opposite extreme 
assumptions they have respectively made. In times of deep depression 
when the rate of interest has already fallen to a minimum level where 
the rate of return on securities barely covers the bother and risk of 
investing money in them, such as at the time the General Theory ap- 
peared, the assumption of an infinitely elastic demand for money (with 
respect to the interest rate) may indeed be a good approximation to 
reality. However, when a high level of employment has been sustained 
for many years and the interest rate has continued to be well above 
that minimum (particularly in a backward country where the practice 
of holding large and highly volatile speculative balances has never 
been of any importance), the interest elasticity of demand for idle 
money may be quite small and not far from the assumption of the 
crude quantity theorists. 

It must be admitted that, in the present case, so long as 2 > 0, the 
multiplier principle is at least qualitatively correct, viz., that with a 
constant injection of autonomous expenditures, even though it involves 
no increase in money supply at all, income will expand to a new equi- 
librium. However, the multiplier may be very much smaller than might 
be expected on the basis of income-coefficients (propensities) of spend- 
ing alone. Furthermore, income may still reach a stable equilibrium, 
even if the sum of the propensities to consume and to invest is equal 
to or greater than unity, so long as the quantity of money is kept 
constant. 

Next let us assume that the constant stream of additional auton- 
omous expenditure is financed by constant creation of additional 
reserve money by the central bank, or by whoever has the right to 
issue currency. Then in Period 1, the equilibrium on the money market 
(the equality between the demand and supply of loanable funds) 
implies 

A +- = Y, - AMi, + 


Upon substituting (14), (15), (16), (17), and (19) into this equation, 
while letting AR: = A, this can be reduced to 


A- + (8 s)Ar; op A, 
7 Ar; 0 (28) 
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AY, =Y,-Y,=A — + 

= A. (29) 
That is to say, in the first period, there would be no change in the 
rate of interest and the increase in income would be simply equal to 
the additional autonomous expenditure. In later periods, however, the 
rate of interest would probably fall, given the investment function, 
since the successive increases in reserve money are not only themselves 
cumulative, but each increase would lead to a multiple expansion of 
commercial bank credit.** This may be shown by a more general 
approach. 

From (18) we have 


AY; = (8 + s)Ar, + + 


As it is assumed that, from Period 1 onwards, the reserve money is in- 
creased in each period by a constant A, therefore ARr-. = AR: = A, 
from ¢ = 2 onwards. 
Hence 
AY, = (8 + s)Ar; + + y)A 
and 
AY,— (1+ 
B+s 
On the other hand, from the definitions for Y+ and ¥:-1, we get 
AY, = ¥:— Yin = (6+ — (i + 
+ c’) 
= (t+ c¢) — —— [AY, — (14+ y)A], 
t c (8 ) [ t ( J 
| AY = A, 31 
[1+ Jars G+ (31) 
The solution of (31) for AY; is of the following form: 


Ar; = 


? + a (32) 
p+s 


“In a violent price inflation, the rate of interest would generally be found to rise with 
the increase in money supply. This is because when rises in prices generate expectations of 
further and further rises in prices, the investment function is continuously shifted bodily 
upwards. Such rapid upshifts of the investment function would force up the rate of interest 
in spite of the constant increase in money supply. It is, however, very difficult to allow for 
such shifts of the investment function in a multiplier analysis. They are implicitly assumed 
away here. We are, therefore, dealing with a special case particularly favorable to the 
application of the multiplier analysis. Our criticism, therefore, is not to be dismissed on 
the basis that we have made unfavorable implicit assumptions. 


AY,=AYr+ K 


and 
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where 
A(1 + 1 
B+s 
B+s 
and 
K = AY, — A¥ gz 
= A — (34) 


AY, being equal to A as shown by (29). 

This solution for AY; is radically different from the previous one 
obtained for AY; in (25) under the assumption that the additional 
autonomous expenditures are financed by borrowing involving no in- 
crease in reserve money. For there if 


AY; would never approach zero, but would approach a constant increment 
AY. That is to say, money income would never reach a new equilibrium 
level, but would keep on increasing without limit, except under the ex- 
treme assumption that ? and/or s are infinitely large.** Only under this 
extreme assumption will it be found that AY, = 0, AY: = A (i +c)‘, 


A 

—— holds. 
So long as 2 and s are finite, however, \Y+ would never taper off to zero 
and there can be no finite multiplier, even if the propensity to consume 
plus the propensity to invest (c + 7) is well below unity. In this case, 


and that the usual multiplier formula, Ve — Yo = 


"In this paper, we are dealing with a closed economy only, but the above analysis can 
be easily extended to an open economy. The above analysis however, would indicate that 
the so-called “leakage” due to imports would radically differ from the “leakage” due to 
savings; for additional imports under an inflexible exchange rate system would auto- 
matically lead to an equal reduction in reserve money whereas induced savings would not. 
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it is the crude quantity theory (velocity approach) that is at least quali- 
tatively correct, even though its extreme assumption that ? = 0 may 
not be strictly true. 

As we have seen above, Y: would go on increasing and the rate of 
increase would approach AYz, which is a constant multiple of A, the 
interjection of reserve money per period by the government, viz., 


(1 + y)(’ + ¢’) 


AY, = a. 
—(i+ 0(684+5) 


It is not difficult to see the connection between this multiple and the 
velocity of circulation. If = 0, as is assumed in the crude quantity 
theory, and if A is the entire net creation of new money per period so 
that there is no further interest-induced creation of money nor further 
expansion of credit on the basis of A, then, with , s and ¥ all equal 
to zero, AY; = AVzg = A. 

That is to say, the increase in income per period from the very be- 
ginning of inflation is simply equal to the injection of additional money 
supply into the flow of expenditures per period, the velocity of active 
balances being assumed to be equal to one in our unit period. Cer- 
tainly, this prediction would not be quantitatively exact, if the interest 
elasticity of demand for money were not in fact zero, but it is at least 
qualitatively in the right direction so long as the elasticity concerned is 
not infinity and especially when it is not far from zero. Since the science 
of economics cannot yet be said to have reached the stage where quanti- 
tatively exact predictions can be made (particularly in the case of under- 
developed countries where statistical data are not sufficiently avail- 
able to set up elaborate econometric models), it is important that we 
should at least be enabled to make qualitatively correct predictions. 

Thus in considering the effect of inflationary financing of develop- 
ment investment, the multiplier principle, which neglects the supply of 
money and the money-market mechanism, can be dangerously mislead- 
ing. This is evidenced by the fact that not a few competent economists 
have expressed the opinion that inflation brought about by deficit 
financing of investment for economic development (which, in under- 
developed countries, practically always means financing with the crea- 
tion of new money) is “self-destructive,” because the stream of deficit 
financing would only raise the level of money income to a new level 
according to the multiplier principle, whereas output of real goods 
would rise continuously without limit, even though at a slower pace, with 
the annual formation of additional productive capital.** This view, is, 


*See for instance W. Arthur Lewis, “Economic Development with Unlimited Supplies 
of Labour,” The Manchester School, May 1954, XXII, esp. 162-65, and p. 190. 
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however, misleading, because, as we have shown above, so long as the 
additional investments are financed by constant creation of new money, 
income would not come to an equilibrium at a new level but would also 
go on rising. It would seem to be advisable, at least in the case of 
underdeveloped countries, to shun the multiplier principle and rely 
instead upon the more primitive rule of thumb of a marginal velocity 
of circulation, which would at least provide us a qualitatively correct 
estimate of income expansion on the basis of the increases in money 


supply. 
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INTEREST INELASTICITY OF INVESTMENT DEMAND— 
THE CASE FROM BUSINESS ATTITUDE 
SURVEYS RE-EXAMINED 


By H. Wuirte* 


From the late 1930’s economists have been growing increasingly 
skeptical of the value of monetary policy for moderating the swings 
of the business cycle or for controlling inflation. The main source of 
this skepticism lies, with regard to conditions other than deep depres- 
sion, in the evidence provided by a number of empirical investigations 
showing that the interest elasticity of demand for investment is ex- 
tremely small. 


These remarks about the [low] interest elasticity of investment have 
been well substantiated by different types of empirical investigation. 
Two studies made on the basis of questionnaires submitted to a large 
sample of business men |by the Oxford Economists’ Research Group and 
by a Harvard Business School investigator (see below) ] show conclu- 
sively that the interest rate is largely neglected when investment deci- 
sions are being made.’ 

It seems to me to have been made clear by the empirical studies re- 
ferred to [the Oxford investigations] that the traditional theory exag- 
gerated the dircct effect of the rate of interest on investment plans. . . .? 


* The writer is a member of the staff of the International Monetary Fund. Opinions 
expressed are his own and do not necessarily reflect the official views of the Fund. 
Acknowledgements are due to David Finch, Richard Goode, George Gussman and 
E. D. W. Spingarn for reading drafts of this paper and for comments. 

‘L. R. Klein, The Keynesian Revolution (New York, 1947), pp. 65-66. Klein has partly 
revised his own econometric findings, deriving, on the basis of new data, high interest 
elasticities of investment demand for electric utilities and railroads. See L. R. Klein, 
“Studies in Investment Behavior,” in Conference on Business Cycles, Nat. Bur. of Econ. 
Research (New York, 1951), pp. 233-304. 

* J. R. Hicks, “Comment” on “The New Monetary Policy and the Problem of Credit 
Control” and “Monetary Policy and the Crisis,” Bull. Oxford Univ. Inst. Stat., Apr.-May 
1952, XIV, 158. (Hicks argues that a sufficient indirect effect on investment could be 
achieved from moderate increases in interst rates if it were made clear to business that 
these would be followed if necessary by increases up to the level of 20 per cent.) 

Among others accepting the various survey findings of low elasticity are R. V. Rosa, “In- 
terest Rates and the Central Bank” in Money, Trade, and Economic Growth (New York, 
1951), pp. 270-72, 275, and G. L, S. Shackle, “‘Interest-Rates and the Pace of Investment,” 
Econ. Jour., Mar. 1946, LVI, 1, 6, 7; “Bank Rate and the Modernisation of Industry,” 
Bankers’ Magazine, June 1954, No. 1323, p. 554. D. H. Robertson considers that the 
neo-Keynesian thinking on the question has been determined by the surveys in conjunction 
with econometric investigations. See his Utility and All That (London, 1952), p. 87. 
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The hypothesis of low interest elasticity of investment demand may 
in fact be correct,® but a large part of the empirical foundation upon 
which it has been constructed seems unsound. This paper discusses, 
first, two leading prewar surveys, the surveys of British businessmen 
by the Oxford Economists’ Research Group; second, a postwar supple- 
ment to the Oxford investigations; third, an American survey by a 
Harvard Business School investigator; fourth, a recent survey of 
French business by the Rennes University Laboratory of Economic 
and Statistical Research; fifth, another recent French survey by the 
National Institute of Statistics and Economic Studies. Finally, two 
widely cited postwar surveys of American business are discussed, the 
surveys by the University of Minnesota Business School and by the 
McGraw-Hill Department of Economic Surveys. 


I. Oxford Economists’ Research Group Surveys of British Business 


In 1938 there appeared in the Oxford Economic Papers the results 
of a discussion with 37 businessmen on the importance of the cost of 
capital in investment decisions.* Only about one-fourth of them con- 
sidered that the cost of capital had an effect on investment, and even 
these considered it—as would of course be expected—less important 
than other factors. Most of those who denied the effect did so on the 
ground that they relied on self-financing or that interest is too small 
an element in comparison with depreciation and obsolescence, or be- 
cause of the uncertainty of the market for end-products. This study 
was unsatisfactory because “the nature of the replies which were re- 
ceived might have been affected by the smallness of the sample and by 
a bias resulting from the prosperity and relative importance of the 
businesses represented.” A broad survey of British industry was then 
taken by mail questionnaire.’ By strictly random sample 1,000 firms 
(mostly manufacturing firms) were chosen. In addition, 308 question- 
naires were sent to public companies (companies whose shares are 
freely transferrable) selected at random in a few industries not in- 
cluded in the first population, and to all public companies in a few 
lines containing very small numbers of firms. The questionnaire, which 
could be answered merely by noting down a few letters in three blanks, 


* Although the a priori reasoning offered to support it is also open to question. 

*H. D. Henderson, “The Significance of the Rate of Interest” and J. E. Meade and 
P. W. S. Andrews, “Summary of Replies to Questions on Effects of Interest Rates,” Oxford 
Econ. Papers, Oct. 1938, I, 1-31, reprinted in Oxford Studies in the Price Mechanism, 
T. Wilson and P. W. S. Andrews, eds. (Oxford, 1951), pp. 16-31. 

*P. W. S. Andrews, “A Further Inquiry into the Effects of Rates of Interest,” and R. S. 
Sayers, “Business Men and the Terms of Borrowing,’ Oxford Econ. Papers, Feb. 1940, 
III, 32-73 and 23-31, reprinted in Oxford Studies, op. cit., pp. 51-67 and 67-74. Subsequent 
references to articles in footnotes 4 and 5 are to Oxford Studies unless otherwise indicated. 
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asked whether investment in plant expansion, in maintenance of plant, 
or in stock holdings was ever affected by (changes in) bank rate, bill 
discount rate, bank overdraft rate, ease of obtaining overdrafts, gov- 
ernment security yields, and ease of obtaining new capital from the 
public. About 23 per cent of the questionnaires were returned. 

Almost 25 per cent of the replies indicated that the cost of capital 
was a factor in the decision to invest in plant and equipment or in 
stocks.° The authors take this result as evidence that capital-cost 
changes have a negligible direct effect on investment demand. 

The authors consider even the 25 per cent figure an overstatement 
of the actual attitude of British businessmen—--on the ground that prac- 
tically all of the 77 per cent of the recipients who failed to answer the 
questionnaire probably did so because they had been affected neither 
by capital cost changes nor by capital or credit rationing and there- 
fore considered the questionnaire silly. An accurate survey, therefore, 
should show that only somewhere between 6 per cent and 25 per cent 
of British businesses consider capital cost a factor in investment. Even 
such a reduced figure would overstate the significance of capital cost 
because, as the comments of respondents “almost invariably” show, 
capital cost is only one among “. . . a number of other determinant 
factors. some far more influential than lenders’ terms .. .” “. . . this 
must mean that, of the firms . . . having been at any time marginal 
in respect of lenders’ terms, few are likely to have been marginal bor- 
rowers (and investors) in any given short period of time.””’ 

The listing of defects in the Oxford survey should be prefaced by a 
warning that there are uncertainties about the actual composition of 
this survey’s sample (and other surveys’ samples)* as well as about 
some of the characteristics of the business universe against which 
sample populations must be judged; as a result, some of the criticisms 
presented here have only presumptive, prima-facie validity. These 
criticisms are not advanced as proof of error in the surveys; they are 


* Including 3 per cent reporting that they were affected by the “facility with which... 
[they] could raise new capital from the public.” 

* Sayers, op. cit., pp. 68-70. 

* Because published reports on surveys’ findings can at best provide space only for con- 
densed, selected parts of the empirical evidence used, it has been necessary—in evaluating 
the findings—to attempt a reconstruction of the critical characteristics of that evidence. 
This could be done only by inferences drawn from the part of the survey data actually 
published and from the clues to the nature of the unpublished parts provided by the 
surveyors’ own interpretations of the complete data. Since that procedure has involved 
some reliance on presumptions and probabilities, it is quite possible that a number of the 
criticisms it has generated would prove unjustified if adequate empirical data were avail- 
able. It is thought, however, that a large enough number of probable defects has been 
discovered in the findings so that this shortcoming will affect the details rather than the 
entirety of the re-evaluation here presented. 
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intended merely to cause a withholding of credence from the survey’s 
challenged findings pending introduction of more convincing evidence. 

1. Overweighting of small business. The chief defect lies in the Ox- 
ford survey’s use of an unweighted random sample of the business 
population (including replies from small private partnerships and 
sole proprietorships).* Randomness is undesirable when the responses 
are not weighted, because it must cause the sample to be dominated 
by small firms; these are naturally much more numerous than large 
ones, whether for industry as a whole or within separate industries. 
Now the investment carried out by the average small firm must be 
both minor in comparison with the investment of the average large 
firm and also, as will be shown, less open to the influence of changing 
capital costs. But since the objective of the survey was to obtain 
information on the responsiveness of aggregate investment to changes 
in capital costs, the replies ought to have been weighted in proportion 
to the respondents’ normal (or potential) investments.’® The appro- 
priate weights might have been very hard to fix; nevertheless equal 
weighting creates a serious bias in favor of the small investor. More- 
over, the investment of small firms in the aggregate may even be so 
small a part of total investment that the behavior of small firms as a 
group should receive only a minor part of the total weight instead of 
the large (and perhaps predominant) part which they actually did 
receive. 

The smallness of the amount of investment per small firm, the pre- 
dominance of small firms in the business population and the predomi- 
nance of large firms in total investment are demonstrated by the avail- 
able statistics on number of manufacturing establishments and total 
investment distributed according to establishment size. Table I shows, 
for example, that establishments with 10 to 49 employees constituted 
65 per cent of all establishments with 10 or more employees but were 
responsible for only about 14 per cent of gross investment in buildings, 
plant and equipment in 1948 and 15 per cent in 1949."" At the same 
time establishments with 1,000 or more employees, constituting less 


* Andrews, op. cit., p. 53. 

“ A more elaborate weighting system would be preferable because, since only 23 per cent 
of the (randomly distributed) questionnaires were returned, the actual sample may be 
unrandom. 

“The predominance of small establishments would probably be overwhelming if those 
with less than 10 employees could be included. The data for 1935, which show a quite 
similar distribution of manufacturing establishments among size classes starting with 11 
employees, show that those with 10 or fewer employees comprised 73 per cent of the total 
number (while having only 9 per cent of all manufacturing employees). See H. Leak, 
“Statistics of the Censuses of Production and Distribution,” Jour. Royal Stat. Soc., Ser. 
A, Pt. I, 1949, CXII, 70. 
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Tas_e I.—Gross Frxep INVESTMENT IN BritTISH MANUFACTURING BY SIZE OF 
ESTABLISHMENT, 1948 anp 19498 


(1) | (2) (3) (4) (5) 
Average Investment 
Employees per Percentage of Invest- | Percentage of Estab- | per Establishment, 
Establishment | ment in Size Class | lishments in Size Class Index of (3)/(4)» 
| 1948 =| 1949 | 1949 1949 
10-19 3 4 33.2 3 
20-49 | 11 11 | 31.3 8 
50-99 | 11 il 15.7 18 
100-249 | 24 | 22 12.7 41 
250-499 18 18 | 4.3 100 
500-749 | 9 1.2 165 
750-999 4 |} 5 | 0.5 217 
1 ,000—1 ,999 10 | 11 0.6 411 
2 ,000-4 ,999 6 7 0.2 690 
5, 000- 4 


Unclassified estab- | | 
lishments, data as 
percentage of classi- 
fied totals 44 | 


52 5.4 195 


* Excludes investment by the following: establishments with under 10 employees, govern. 
ment manufacturing including nationalized industries, oil refining, factories built by govern- 
ment funds for private use. 

> Average investment per establishment in the 250-499 employees class equals 100. 

¢ Establishments in the iron and steel, shipbuilding and marine engineering, and in the 
tobacco manufacturing industries; also all establishments under construction and all estab- 
lishments making building enlargements costing over £50,000. 

Source: Board of Trade Jour., Apr. 21, 1951, CLX, 827-31. 


than 1 per cent of all establishments with more than 9 employees, were 
responsible for 21 per cent of gross investment in 1949 (20 per cent 
in 1948).** An idea of what the weights should be is given in the fifth 


"These data deal with establishments (plants) rather than enterprises, but enterprises 
data probably would not reveal a significantly different distribution of investment among 
small and large units. Small and medium-sized manufacturing enterprises cannot efficiently 
operate numbers of small, decentralized establishments; advantages are secured from 
decentralization only when the components of the enterprise are themselves fairly large. 
For this reason combination of medium-sized establishments into large enterprises should be 
relatively more prevalent than combination of small establishments into medium or small 
enterprises. Moreover, judging by 1935 data, the distinction is not very important because 
in the more-than-10-employees class the number of enterprises was only 16 per cent less 
than the number of establishments, while in the 10-or-less class the two totals were about 
the same. See Leak, loc. cit. and U. K., Central Stat. Off., Annual Abstract of Statistics 
No. 84, 1935-1946 (London, 1948), p. 123, Table 145. 

Another apparent defect of the above data is their exclusion of one-third of private 
manufacturing investment, the investment of firms in the marine, steel and tobacco indus- 
tries as well as establishments carrying out building extensions costing over £50,000 and 
establishments under construction. Once more the deficiency seems not to have biased the 
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column of Table I. The very rapid increase in average investment with 
size of firm demonstrates that the findings of the unweighted invest- 
ment survey cannot be applied to the total volume of investment.”* 

The predominance of large firms in manufacturing investment today 
is illustrated by the fact that in 1954 only 650 (consolidated) enter- 
prises accounted for almost half of new private manufacturing invest- 
ment, three-fourths of ship investment, and two-fifths of the new invest- 
ment in other transport, building, contracting, property ownership, 
and distribution.** Since these firms were not the largest 650 (being 
randomly selected from a list of the public companies quoted on 
British exchanges plus a few cooperative societies and foreign-owned 
companies),*° it is clear that a smaller number of firms do the greater 
part of business investment and that a much smaller number do the 
greater part of manufacturing business investment. 

There is another bias introduced by nonweighting; just as random 
sampling overweights the small firm, so it overweights those firms of 
any size who are small investors for any reason. In this category are 
firms in lines of production requiring relatively small amounts of capi- 
tal and firms in depressed activities, such as the textile industry, which 
for a number of years preceding the Oxford questionnaire had little or 
no occasion to enlarge their capital. 

Failure to weight replies by size of firm would not be objectionable 
if there were no reason for expecting differing responsiveness to 
changes in the cost of capital according to size of firm. But in actuality 
there is strong reason for expecting the smaller firms to be less sensi- 
tive to changes in the cost of capital. Firms in overexpanded industries, 
regardless of size, can also be expected not to be sensitive to capital 
costs even if their gross investment is positive. These groups should 
tend to ignore changes in the cost of capital because they usually rely 
heavily on self-financing to pay for their investment—-and especially 
for their fixed capital investment. 


findings, however. About 40 per cent of the excluded investment was made by the iron 
and steel and the shipbuilding and marine industries and therefore probably belongs 
chiefly to the class of firms having over 1,000 employees. Another third of the unclassified 
investment consisted of the building extensions costing over £50,000; since the establish- 
ments involved were reported to have had an average of 1760 employees, the major part 
of that investment can be safely taken as falling within the large enterprise class. 

* Data broken down by industry show that average investment per worker was prac- 
tically constant in both 1948 and 1949, regardless of the size of establishment in which 
the investment was carried out. This suggests that the increase in average investment per 
firm with size of firm cannot be partly explained away on the ground that a smaller propor- 
tion of the small firms carried out investment projects in these years. 

*“Changes in Fixed Capital Expenditure 1954-1956 Shown by New Board of Trade 
Inquiry,” Board of Trade Jour., Feb. 4, 1956, CLXX, 207-08. 


* Loc. cit. 
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That relatively small firms are predominantly self-financers is indi- 
cated by the well-known difficulty which small firms have in raising 
capital from the public by bond and share issues. Public unfamiliarity 
with the firm makes sale of its securities difficult so that, even if under- 
writers should be willing to sponsor an issue, the cost of the funds will 
be extremely high. This is especially the case for stock issues. And the 
inherent dangers for a small firm in the (high) fixed interest charges of 
a bond issue discourage use of this source of outside capital.‘® Similar 
reasoning holds for large firms in depressed lines; the relatively small 
amount of investment they undertake also tends to be self-financed. 

The importance of this consideration is revealed by the comments 
in the replies to the Oxford questionnaire. Explanations were appended 
by about 70 per cent of the respondents who reported being unaffected 
by the cost or availability of capital. And about half of these explana- 
tions gave as reason for ignoring capital costs and the facility of ob- 
taining capital either the fact that plant and inventory investments had 
been financed by the firm’s own resources or that the firms were 
small."* 


' The validity of this reasoning for Britain is shown by F. W. Paish, Business Finance 
(London, 1953), p. 102. The minimum practical size for a single security issue was 
£100,000 before the war and £150,000 in 1953; smaller issues were “inordinately expan- 
sive” (ibid., p. 100). The extent of the merely institutional limitation of access to organ- 
ized capital markets in the universe from which the sample comes is revealed by the fact 
that in 1938 only 8% per cent of British corporations (“companies”) had the legal right 
to issue shares publicly (ibid., p. 45). (Some of these firms must have been subsidiaries 
of security-issuing firms, but allowance for such members of the group would probably 
be outweighed by the necessary allowance for unincorporated businesses which has not been 
made.) 

For the validity of the above reasoning in the United States see C. H. Schmidt, 
“Analyzing the Effects of Business Size on Sources and Uses of Funds,” Conference on 
Research in Business Finance, Nat. Bur. of Econ. Research (New York, 1952), p. 38. 

“Of the 156 negative respondents appending comments, 65 gave as explanation the fact 
that they relied on their own resources or did not believe in borrowing, etc. Included 
among these were 18 respondents who also indicated that they were small firms (“small 
scale,” “family business,” “private company,” etc.). In addition to these 65 firms, 6 others 
gave their smallness as the sole reason for insensitivity to capital costs. There were 9 more 
firms which, although providing additional reasons for their capital-cost insensitivity such 
as the inconsequentiality of interest costs among total costs or in comparison with re- 
quired profit margins, also reported that they were small or were self-financers. Another 
9 stated (as did 5 of the above) that they did compare the rate of return with the cost of 
capital, but either the latter had not varied, or it had not varied widely enough to have 
an effect, or else the firm had been unaffected only because it was relying solely on its own 
resources. (Those making the comparison were negative replies numbers 23, 85, 100 and 
137; the others were negative replies numbers 9, 45, 51, 69, 93, 105, 109, 117, 122, 132.) The 
comments were reproduced in the original presentation of Andrews’ report (Oxford Econ. 
Papers, Feb. 1940, III, 48-70), but not in the reprint cited above. Andrews also points out 
the importance of self-financers among the negative respondents (op. cit., pp. 64-65), but 
he apparently interprets the situation as evidence of the extent to which investment is 
isolated from the capital markets. 


. 


572 THE AMERICAN ECONOMIC REVIEW 


There is no proof that this half of the negative respondents consisted 
entirely of small businesses (or firms in the depressed trades), But at 
least one-third of the group is known to be comprised of small firms 
(see footnote 17) and it seems plausible that most of the remainder 
were. One of the businessmen interviewed in the course of the first 
Oxford survey stated, in response to a question on the importance of 
self-financing in the determination of investment, that self-financing 
fixed the limit to investment much more for small companies than for 
large companies.** Every consideration leads to the conclusion that the 
“large” or active firms which must dominate total investment during 
any year would have been borrowers from the public, the banks or 
the mortgage market at one time or another during the ’twenties or 
thirties. As noted above the large firms are the ones with easy access 
to outside capital. And outside capital did play a major role in total 
investment in the period: Whereas “in the nineteenth century much 
of the long-term capital for industrial expansion was provided out of 
the profits of private industrial firms, and by private borrowing from 
fairly rich individuals with local . . . knowledge. .. . By 1937, though 
that process was not negligible, it was overshadowed by the expansion 
of public joint stock companies of which the shares were quoted on 
the London Stock Exchange.”**® Thus, unless they were in a depressed 
industry and for that reason did not invest much, relatively few 
“large” firms would be likely to be included in that half of the capital- 
cost-ignoring respondents known to consist either of small or of self- 
financing firms. 

For the other half of the negative respondents, whose comments give 
few indications of size,*’ the findings must be more uncertain. The 
likelihood of a bias in favor of small firms does exist, nevertheless, 
because of the marked tendency for reliance on scientific management 
to diminish as the size of firm diminishes. Use of scientific management 
comes close to being a necessary condition (even if perhaps not a suffi- 
cient condition) for sensitivity to capital costs. Even if other factors 
leading to sensitivity were equal as between large and small firms, the 
absence of this practically necessary condition in the case of a much 
larger fraction of the small firms would itself assure relatively less 
capital-cost sensitivity for small than for large firms. It follows that 
small firms should (presumptively) claim a disproportionately large 
share of this remaining group of negative responses. On this ground 
also, therefore, the Oxford survey’s 25 per cent finding may be as- 


* Meade and Andrews, op. cit., p. 30. 
* R. F. Henderson, “The Significance of the New Issue Market for the Finance of In- 
dustry,” Econ. Jour., Mar. 1948, LVIII, 66. 


* Some of this group report financing fixed investment with bank overdrafts. 
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sumed to understate the effectiveness of interest rate changes.” 

2. Motivation of nonrespondents. The opinion of one investigator 
that even the 25 per cent figure was too high on the ground that 
“most” of the recipients who ignored the questionnaire did so because 
their investment decisions had never been affected by the cost or avail- 
ability of capital is unconvincing. As the investigator himself noted, 
other explanations are available for failure to respond, viz: impatience 
because of entanglement in government form-filling, fear of use of the 
information against the interests of the firm, unconcern with economic 
theoreticians’ projects.” 

3. Omission of any question on cost of junds on the stock market. 
The only question in the Oxford survey touching on the cost of long- 
term capital asks about the effect of government bond yields on private 
investment. This obviously would have been less effective in eliciting 
answers acknowledging the role of long-term capital costs than a direct 
question on industrial bond yields.** More important, no question was 
asked about the role in investment decisions of the cost of capital on 
the share market (the ratio of the company’s average earnings per 
share to the selling price of the shares). 

The responsiveness of investment demand to share-capital costs is 
significant because many firms will at times consider only equity 
financing for (part of) their investment and because the cost of share 
capital is, like the bond yield, subject to the influence of monetary 


policy.** 


* The limited explicit information on the distribution of large firms between the nega- 
tive and affirmative respondents tends to corroborate the self-financing and scientific man- 
agement arguments. Neglecting the 8 public utilities, 7 of which are insensitive to capital 
cost changes, only 3 negative respondents could be identified as large, while 9 very sensitive 
members of the much smaller affirmative group were found—by the readiness, reflected in 
their comments, to issue securities to the public—to be large. (Only 3 very sensitive firms 
were identifiably small.) The large negative respondents are numbers 26 (which is self- 
financing), 70 (a small subsidiary of a large firm) and 106. (Numbers 60 and 127 may 
also be large firms, but, on the other hand, some of these 5 may be public utilities—which 
are being excluded from consideration.) The large and small affirmative respondents are, 
respectively, numbers 3, 15, 19, 28, 34, 36, 44, 50, and 55 and numbers 4, 6, and 23. (See 
Andrews, originally published comments, loc. cit.) 

A concrete instance of a large British firm that, though drawing on the capital market 
before the second world war, was insensitive to capital cost changes is provided by P. W. S. 
Andrews and Elizabeth Brunner, Capital Development in Steel, A Study of the United 
Steel Companies, Ltd. (Oxford, 1951). 

* Sayers, op. cit., p. 68. By Sayers’ hypothesis, those not affected by capital costs or 
rationing who did bother to return the questionnaire ought to have done so more per- 
functorily than did the respondents who were affected; but the proportion of responses 
containing additional comments (requested but not required) was practically the same 
for the former (69 per cent) as for the latter group (73 per cent). 

* Even among affirmative respondents, only 2 out of the 77 mentioned the yield on 
government securities as a factor in plant-extension decisions. Andrews, op. cit., p. 61. 


* Special factors make equity capital costs appear to move independently of debt costs, 
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The question on “the facility with which you can raise new capital 
from the public” may have been interpreted to cover the cost of share 
capital, the more so since infacility can be at least partially overcome 
by payment of a higher return, especially in the case of shares. Never- 
theless, as it stands the questionnaire appears to discourage considera- 
tion of the role of the cost of share capital in investment decisions; 
this is particularly the case because two separate questions are asked 
on the role of bank credit, one on the facility with which bank over- 
drafts can be obtained and the other on their cost. 

4. Influence of factors other than capital costs. It is argued that a 
variety of factors operate on investment profitabilities, so that at a 
given point of time “most” of those entrepreneurs who do consider the 
cost of capital might find that potential projects are far enough from 
marginal profitability to be immune to capital cost changes. This is 
considered, by the Oxford investigators, to have the effect of reducing 
interest elasticity of demand below whatever value is connoted by the 
one-quarter sensitivity figure.*° 

It appears, however, that the explanations for a majority of the 
instances of nonmarginality are such that the connoted elasticity could 
be unaffected: A large portion of the intermittently nonmarginal firms 
will consist of those that are very submarginal simply because they 
cannot find (even during prosperous times) any (net) investment 
projects which would yield the minimum plausible capital charges. 
But—provided only that the average capital-cost-sensitive firm does 
not spend a larger part of its time in the very submarginal, noninvest- 
ing group than does the average insensitive firm—this kind of non- 
marginality leaves demand elasticity unaffected. (What is reduced by 
that submarginality is simply the volume of aggregate investment 
actually going on at any time; the elasticity of that volume of invest- 
ment presumably remains, in a first approximation, unaffected.)** 


but movements of the latter must in fact cause some shift of savers between the debt and 
equity markets in one direction and investors in the other, thereby affecting stock market 
prices. 

* Sayers, op. cit., pp. 69-70. As indicated above (p. 567) the inference of frequent non- 
marginality seems to have been made from the investigator’s conclusion that affirmative 
respondents “almost invariably insist on the presence of a number of other determinant 
factors, some of them far more influential than lenders’ terms.” Robertson interprets the 
reports of the presence of other and stronger factors not as additional evidence of low 
elasticities but as ground for considering the survey’s low-elasticity findings invalid. He 
argues that respondents thought the questionnaire concerned the extent of correlation be- 
tween changes in interest rates and observed—rather than ceteris paribus—changes in in- 
vestment. See Robertson, op. cit., p. 87. 

* With the submarginal firms carrying out negative (rather than zero) net investment, 
the elasticity figure used has to be raised above its indicated level. The absolute change in 
investment is, roughly, the product of the proportional change in capital costs, the weighted 
average elasticity of the positive net investors and the volume of net investment which the 
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Another large portion of the instances of intermittent insensitivity 
should consist of cases in which the least profitable (7.e., marginal) 
project that the firm will consider has a rate of return above the ex- 
pected levels of capital costs. This is the condition of discontinuity 
in firms’ investment demand curves.** Now, although discontinuity 
entails insensitivity of the volume of investment to changes in capital 
costs within a certain range, it also means that changes beyond the 
given range will cause relatively /arge changes in investment. Since 
the position of this range of indifference will vary among firms, it 
seems safe to assume that, with large numbers of firms making invest- 
ment decisions, the average effect will be almost as large as if all firms 
had continuous demand curves. 

There are, of course, many instances of temporary nonmarginality 
in which the interest elasticity of investment demand is reduced, e.g., 
where net investment is going on but is restricted to projects that are 
not directly profit-making (such as investments for generating em- 
ployee or public good will) or are of absolute necessity for the survival 
of the enterprise or, although promising returns much below the cost 
of capital, are carried out because (more than) sufficient internal funds 
are available. Nevertheless these cases need not appear so often as 
might be assumed (cf. the very large role played by long-term outside 
capital in the financing of net business investment since the second 
world war and the likelihood that, assuming conditions at the worst 
only “moderately” depressed, interest-sensitive firms will tend to make 
marginal, economic investments simultaneously with nonmarginal, 
‘“noneconomic”’ investments ). 

5. Special conditions of British industry in the nineteen-thirties. A 
member of the Oxford economists’ research group, in a résumé of the 
interest rate controversy in the reprint of the group’s studies, empha- 
sized that the depressed and chaotic conditions of the ’thirties resulted 
in a “quite extraordinary lack of confidence [which] lasted for years” 


latter are carrying out. Clearly, if the last term is reduced by the amount of negative net 
investment made at the same time (as is necessary with the investment data ordinarily 
available), the effect of monetary policy on total investment is understated unless the 
elasticity figure is inflated. 

* Expectation theory provides one of the reasons for discontinuity. The entrepreneur 
has no basis for considering rates of return within a certain range as having other than 
equal probabilities of being realized; hence changes in the cost of capital within this range 
will not affect investment demand. See R. F. Harrod, “Comment” (on Harold Pilvin, “Full 
Capacity versus Full Employment Growth”), Quart. Jour. Econ., Nov. 1953, LXVII, 
557-58. (The importance of this source of discontinuity may be overrated, for the entre- 
preneur knows that his expectations concerning the limits of the range may themselves 
prove incorrect; and, as a change in capital costs moves the required rate of return rela- 
tive to the upper limit of this range, the risk of loss in case that limit was overestimated 
will change; hence the willingness to invest will also be changed.) 
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and made necessary very high rates of risk discount for investment 
projects. In view of this, “it would have been surprising if business- 
men had shown less skepticism in their answers to the Oxford econo- 
mists.”** The inference to be made from this analysis is that the study 
proves interest-inelasticity only for situations in which there exists an 
enormous collapse of confidence such as was produced by the capping 
of Britain’s struggles in “ ‘getting back’ to pre-war normality” with a 
deep, prolonged depression. Such an observation by one of the partici- 
pants in the Oxford survey must be a warning against generalization of 
the low-elasticity findings.” 

Again, the value of generalization from the Oxford study may be 
questionable because, in so far as it is representative of its period, 
the study represents only the behavior of British business before the 
second world war. The “Working Party” reports on a number of 
British industries have made it clear that before the war British 
business was extremely conservative in investment policy. Far from 
paying attention to such refined considerations as interest rate 
changes, business tended to ignore opportunities for large profits from 
technological developments. As The Economist put it: “British in- 
dustrialists, with a few notable exceptions, have never been ‘re- 
equipment minded.’ The general attitude towards plant replacement 
before the war was to scrap a machine only when it could no longer 
do the job for which it was originally designed. Only rarely was the 
question asked whether a new machine could do the job better and 
more economically than an existing one; or whether a new plant layout 
involving, say, two new machines instead of three installed, would do 
the job more economically still.””° 

This rather casual attitude toward investment planning was not 
monopolized by prewar Great Britain. But for a number of other 
countries that have probably been less affected by it, a finding with 
respect to British industry may well understate the sensitivity of 
investment to changes in capital costs within their own industries. 


* Even though “when in the twenties interest rates were high, businessmen were loud 
in emphasizing . . . the depressive effects of dear money.” R. S. Sayers, “The Rate of 
Interest as a Weapon of Economic Policy,” Oxford Studies, p. 14. 

* Sayers, however, continues to support the findings on a priori grounds: Whatever the 
uniqueness of the conditions in which the findings were made, the latter were symptomatic 
of the waning of the interest-rate myth—a myth which was a reality in the 19th century and 
had persisted in the 20th in large part simply because businessmen had continued to be- 
lieve in it. [bid., pp. 14-15. 

*” The Economist, October 6, 1945, p. 494. See also Great Britain, Board of Trade, Work- 
ing Party Reports, Cotton (London, 1946), pp. 66, 68-69, and Working Party Reports, 
Wool (London, 1947), pp. 85-86. The underdeveloped state of management accounting 
techniques is reported in Graham Hutton, We Too Can Prosper, British Productivity Coun- 
cil (London, 1953), pp. 47, 48. 
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Wartime experience began “. . . the conversion of the British in- 
dustrialist to the view that frequent re-equipment and modernisation 
of plant really does pay.’’** It is to be expected that the great increase 
in the productive efficiency of British industry since the war promises 
continuing attention to the possibilities of increasing productive capac- 
ity and efficiency. And if investment projects are examined more 
scientifically today than in the past, it seems likely that the role of 
the cost of capital will now receive at least more recognition than it has 
in the past.** 

Our discussion suggests the following conclusion: The large firms 
which dominate total investment and are presumably most sensitive 
to capital cost changes seem to have been seriously underweighted. 
Moreover, acknowledgment of responsiveness to changes in bond-and- 
share capital costs was discouraged by exclusion of these from the list 
of capital costs investigated. In addition, the survey was an unrepre- 
sentative one because it was made when business had been suffering 
“from a quite extraordinary lack of confidence [which] lasted for 
years” and in a time and country in which scientific management may 
have been relatively underdeveloped. Finally, the lowness of the im- 
plied investment demand elasticities said to follow from the fact that 
the sensitivity reported was (assertedly) only intermittent and from 
the fact that insensitive firms might have tended not to return their 
questionnaires seems greatly exaggerated; other explanations—such 
as submarginality and discontinuity—which do not detract from the 
implied elasticity seem appropriate. These points seem sufficient to 
justify disregard of the Oxford survey’s finding that investment de- 
mand is extremely inelastic. 


II. Harvard Business School Survey 


In 1938 Ebersole published the findings of a survey of the Harvard 
Business School’s collection of actual decisions taken with respect to 
a great variety of business problems.** These “cases” were collected 
by skilled investigators, with the close cooperation of the firms con- 
cerned, for use in the training of business administration students. 
From 13,100 cases, 93 were found which “involved entrepreneurial 
problems of business of the type in which interest rates might have 


™ The Economist, loc. cit. 

= By 1953, the head of the finance department of Unilever Ltd. was writing that the 
cost of capital tended to be a factor in the investment of “any dynamic concern.” See 
L. G. Norton and J. E. Wall, “The Control and Oversight of Capital Expenditure within 
Unilever,” Jour. Indus. Econ., July 1953, I, 241-42. 

* J. F. Ebersole, “The Influence of Interest Rates upon Entrepreneurial Decisions in 
Business—A Case Study,” Harvard Bus. Rev., Autumn 1938, XVII, 35-40. 
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been a factor,” and of these 63 contained no reference to interest 
rates or the cost of capital. Of the 30 cases in which the cost of cap- 
ital was mentioned “. . . there were 20 in which it was not a factor 
contributing to the decision whether or not to expand or contract 
{plant or operations] and only 10 instances in which the interest rate 
or cost of capital funds was recognized as a factor in making the 
decision.”” And even for these 10 it was not the sole or decisive factor.** 
From this evidence the investigator tentatively concluded that the 
cost of capital might be a negligible factor in American business 
investment decisions.*” 

As in the Oxford survey, the conclusion is made dubious by the 
failure to weight entrepreneurs’ attitudes by some allowance for the 
size of their companies. Many of the 13,100 cases must have involved 
large corporations; but smail firms surely must also have been repre- 
sented because, e¢.g., a large part of the student body was training 
for “small” business positions. 

Moreover, it is important to recognize that these 83 negative or 
tacitly negative cases do not denote firms which always disregarded 
capital costs. Rather they are separate instances of disregard of capital 
costs. And as has already been pointed out (pp. 574-75), findings based 
a on a sample of individual investment decisions should underestimate 
actual capital-cost sensitivity. Thus many of the 83 instances of 
insensitivity could be due to the fact that (a) for those firms that 
decided to “contract plant or operations,” only submarginal projects 
were available, and (b) for firms that decided to “expand . . . plant 
or operations,” the planned investment volume was at a discontinuous 
point in the firms’ respective (arc-elastic) investment demand curves. 
As already described, such instances of capital-cost insensitivity do 
not detract from the effectiveness of interest rate policy and should 
be excluded from the survey.” 

This conclusion must be qualified to allow for cases occurring dur- 
ing depressed periods. The preceding argument remains valid for 


* Ibid., pp. 38-39. 

* Ibid., p. 39. See also Sayers, “The Rate of Interest as a Weapon of Economic Policy,” 
ep. cit., pp. 1, 5-6. 

“If capital costs were disregarded in any investment decision only because—not having 
changed for a time prior to the decision—they were taken for granted as a fixed, “structural” 
factor, then that instance should also be excluded from the survey sample, for the survey 
is concerned with the effectiveness of changes in capital costs. 

The Oxford survey, each respondent to which presumably reported on several invest- 
ment decisions, is superior in this respect to the Harvard Business School survey, although 
Shackle (“Interest-Rates and the Pace of Investment,” op. cit., pp. 15-16) uses the stability 
of the consol (perpetual government bond) yield as a partial explanation for the pre- 
dominance of negative responses in the Oxford survey. 
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depression in the sense that the finding of capital-cost insensitivity 
among noninvestors and disinvestors still carries no implication of 
insensitivity on the part of firms that are (on the margin of) invest- 
ing. However, during depression an abnormally large fraction of firms 
become submarginal investors. The marginal investors are therefore 
an abnormally small group; even though capital-cost changes operate 
on their investment with undiminished effect, the absolute effect— 
change in volume of investment—must be diminished.*’ 

Despite this qualification, complete retention of the negative, sub- 
marginal cases in the sample remains suspect. Those drawn from 
prosperity years clearly should be excluded. Of course many of the 
disinvestment cases will reflect depression conditions and cannot be 
so eliminated from the survey sample. However, a survey of prosperity 
years alone would be particularly interesting because it is in prosperity 
conditions that monetary policy is thought to have the best chance of 
success. And with all the negative cases caused by submarginality or 
by discontinuity eliminated, there is a presumption that the Harvard 
findings would be much more favorable to interest rate policy. 

Still another consideration justifies the suspicion that the survey 
is biased against a finding of capital-cost sensitivity. The test of sen- 
sitivity is whether the decision to expand or contract “operations or 
plant” was affected by capital costs. Now in so far as “operations” 
changes mean something different from plant changes, they must refer 
to changes in the rate of production not affecting the existing capacity. 
A significant part of the cases must have consisted of this kind of 
decision, for the period covered included a majority of subnormal 
years during which production was falling below or rising towards 
pre-existing productive capacity. But the only change in existing in- 
vestment involved here would be a change in inventories. And changes 
in inventories are generally (on the average) a small fraction of annual 
production; e.g., 16 per cent (since the start of the second world 
war) of total sales by U. S. manufacturing,** and a smaller percentage 
of total sales in manufacturing plus trade. Thus, with the exception 
of those firms whose operation consists of the holding of inventory 


“It is important to note, however, that the net investment of positive net investors 
is a much larger fraction of depression national income than is the composite net invest- 
ment figure usually cited as the aggregate upon which antidepression monetary policy 
might operate: positive investors’ gross investment includes, in addition to the usual 
aggregate, purchases of existing buildings and plant and second-hand equipment (much 
of which is relevant in the present context), and their net total is made larger still by the 
fact that it is free from the subtraction of disinvestors’ negative net investment totals. 
Cf. footnote 26. 

*” Rconomic Report of the President, Jan. 1955, p. 172. 
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it is clear that a decision to change the volume of “operations” is 
practically unaffected by changes in the cost of holding inventory. If 
a rise in demand made profitable a rise in the volume of production, 
increases in the interest cost of carrying (additional) inventory would 
perforce be below the threshold of perception.*® Advocates of monetary 
policy have generally based their case on the presumedly high interest 
elasticity of demand for fixed investment; thus inventory investment 
is not at issue and cases of its insensitivity to changes in capital 
costs should have been excluded from the survey’s evidence. 

As regards unrepresentativeness of timing, the investigation sur- 
passes the failure of the Oxford study to reflect the postwar spread 
of investment planning, for it takes some of its observations from 
as far back, apparently, as the early 1920’s—a time when the tech- 
niques of cost accounting, market survey and business budgeting were 
extremely primitive. 

Finally, in some of the 63 cases not mentioning capital costs the 
silence may have been caused not by the absence of the factor but by 
the fact that the case-collector was interested in other aspects of the 
investment decision (e.g., the role of market research, of technological 
progress in investment planning, or the role of advertising in the 
decision to change the volume of production within the limits of 
existing capacity). 

To summarize, the survey presumably included small firms; through 
dealing with single investment decisions, it must have included many 
cases of discontinuity and submarginality, both of which are often 
irrelevant; it must have contained many cases involving inventory 
investment——which is likewise irrelevant; it is badly out of date; 
and, finally, very many of the cases must have been selected to illustrate 
other aspects of the investment decision than the role of capital costs. 
These defects seem sufficient to establish that the survey’s findings 
on American business’ sensitivity to capital cost changes should be 
disregarded. 


III. Rennes Laboratoire de Recherches Economiques et 
Statistiques Survey 


A survey was made in 1950-51 of the attitudes of French business 


® An increase in interest rates of 2 percentage points on debt equal to 16 per cent of 
sales would require the selling price to be raised by only 0.32 per cent even if net profit 
per unit of sales had to be maintained on the marginal sales. And even if the intended 
expansion in operations were only § per cent, the effect of this capital cost increase would 
be almost invisible—unless the product’s price elasticity of demand was unusually high. 
(Where value added by manufacturing rather than total sales by manufacturers is con- 
sidered the proper basis for the comparison, the selling price increase becomes 0.64 to 
0.96 per cent.) 
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toward the cost of long-term capital.“ Some less than 50 firms in the 
Brittany area were investigated; it was found that only 13 per cent 
of the firms considered their new investment to be susceptible to the 
influence of the level of the rate of interest on government bonds. 
However, 30 per cent reported that their new investments would be 
affected by the facility of obtaining capital from the public by bond 
or share issues. 

This survey is subject, however, to the same shortcomings as the 
Oxford survey. Since the Rennes survey was made in Brittany, an 
area of small family enterprises whose chief industry is food canning 
(other lines being textiles, quarrying, small boats, and soap), the 
sample probably consisted mostly of firms with no access to the long- 
term capital. market and of firms which did not employ advanced 
management techniques. They probably played a comparatively minor 
role in total investment. Particularly in the face of the respondents’ 
prolonged experience of negligible or negative real rates of interest 
(because of the severe inflation continuing practically up to the mo- 
ment of the survey), the 13 per-cent acknowledgment of the role of 
the government bond yield must be considered quite consistent with 
high interest-elasticity of investment demand in (a less inflationary) 
France.** 


IV. Survey by the Institut National de la Statistique et des 


Etudes Economiques 


The much greater possibilities for capital-cost sensitivity when 
prices have been stable for a longer period are suggested by a more 
recent study of investment in France. An I.N.S.E.E. survey of man- 
aging directors of French businesses taken in late 1954 included an 
inquiry on the reasons that prevented some of the firms surveyed 
from making any fixed investment during the year.** The distribution 
of reasons among the 162 industrial and 182 commercial respondents 
who did not invest during 1954 are as follows:** 


"Jacques Le Bourva, L’inflation francaise d’aprés guerre 1945-1949 (Paris, n.d.), 
pp. 159, 197. 

“As in the Oxford survey, the omission of questions on the roles of industrial bond 
yields and share capital costs may have biased the replies against capital-cost sensitivity. 
Some of those acknowledging the role of the facility with which share capital could be 
raised may have been concerned with the cost of share capital. And since manufacturers 
may be more ready to float shares than to assume fixed debt burdens, it is likely that a 
number of respondents in this group should be added to those acknowledging government 
bond yield sensitivity. 

“ “Tes investissements dans les entreprises privées de l'industrie et du commerce, réalisa- 
tion en 1954 et perspectives en 1955 d’aprés une enquéte des chefs d’entreprises,” Con- 
joncture et Mouvement des Affaires, Dec. 1954, 3rd year, no. 12, Fasc. 30, entire issue. 

* Ibid., pp. 8, 12, 13. 
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Investment program previously completed 17 per cent 
Market for product not justifying investment 42 per cent 
Necessary external financing unobtainable 22 per cent 
Cost of external financing too high 25 per cent 


106 per cent 


On its face this survey’s finding is much more favorable to the 
case for capital-cost sensitivity than were the findings described 
earlier. As in the Oxford survey, 75 per cent of the firms in the Institut 
sample were unaffected by capital costs, but in the former case the 
firms were unaffected over a period of years whereas in the latter case 
they report being unaffected only during a single year. Moreover—in 
contrast with the Oxford respondents—practically ail of the respond- 
ents to the Institut survey who cited capital cost appear to have 
considered it the sole (or perhaps only the predominant) reason for 
their behavior.** Again, these strong claims of capital-cost sensitivity 
were made in unlikely circumstances: capital costs were falling during 
the entire period in which the noninvestment decisions were taken 
(the corporate bond yield dropping from 8.49 per cent in 1951 to 
6.87 per cent in December 1954.)* As a constant interest rate is likely 
to be overlooked when the reasons for a reduction in investment are 
being presented, so much the more is a declining interest rate likely 
to be overlooked when a reduction in investment is being explained. 
Finally, many of the negative replies must have come from very 
submarginal firms and therefore should be disregarded. 

In view of the abnormal composition of the sample (all were non- 
investing firms, many doing nothing more than current maintenance), 
some question might be raised as to the reliability of these optimistic 
findings. Since this discussion relies greatly on presumptions, it must 
be admitted that such firms might be prone to rationalize their be- 
havior in terms of a factor entirely beyond their control such as the 
cost of capital. 


V. Minnesota Business School Survey 
The University of Minnesota investigation, published in 1950,” 


“There being only 6 per cent more explanations than explaining firms. 

Nearly identical results were found by the slightly larger 1955 survey, although at least 
almost half of the industrial firms included were new to the sample. With only one 
explanation reported per firm, 23 per cent cited the high cost of external finance. The 
proportion giving unavailability of external finance dropped to 15 per cent. See Coa- 
joncture et Mouvement des Affaires, Dec., 1955, 4th year, no. 12, Fasc. 42, pp. 3, 5, 14. 

“ General Statistics, OEEC Statistics Bulletin, Mar. 1955, p. 126. 

“A. Upgren, et al., The Minneapolis Project; a Pilot Study of Local Capital Formation 
(School of Bus. Admin., Univ. of Minnesota, 1950); and W. W. Heller, “The Anatomy oi 
Investment Decisions,” Harvard Bus. Rev., Mar. 1951, X XIX, 99-104. 
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was based on interviews of officials of 13 firms in the Minneapolis area. 
The firms covered ranged in size from a few hundred to several thou- 
sand employees. The main factor in their investment was found to be 
the availability of internal financing. Small, weak firms had no access 
to outside long-term funds while prosperous firms, which could get 
outside funds easily at reasonable rates, avoided them. Four conditions 
explain this unwillingness to rely on outside financing: (1) delays 
and inconvenience in security flotation, (2) unwillingness to release 
information on the firm’s activities to banks or the Securities and 
Exchange Commission, (3) “the dilution of control and per-share 
earnings” (in the case of stock issues), and (4) the risk involved in 
fixed-interest obligations plus the prospect of bank intervention in 
future policy-making (in the case of bond issues) .** 

Computations of the rate of profit on projected investment often 
were either not made or made without being related (by the self- 
financers, especially) to the rate of interest.** 

The Minnesota survey revealed an important, unexpected limitation 
on the role of capital-cost changes: in over half the firms studied the 
very high rate of investment during the four years following the war 
was almost more than management and engineering staffs could 
handle; in a situation in which otherwise profitable projects had to 
be passed up, changes in the cost of capital must have had greatly 
diminished influence on the volume of investment.*® 

It appears, however, that—disregarding 4 companies each of which 
had 2 security issues 1950-55 and whose inclusion in a sample of 
firms opposed to external financing therefore requires explanation®°— 
the Minnesota sample was dominated by low-investing and atypical 
firms. First there were the small, weak self-financers who were unable 
to get outside funds at reasonable rates. There appear to have been 4 
in the sample’s population.*’ Then there were the prosperous firms 


* Upgren, op. cit., pp. 21, 29. 

Tbid., p. 20. 

Ibid., pp. 21-22. 

“Including 2 firms each having an issue in 1950, the year the Minnesota survey was 
published, there were 3 firms, each of which has had 2 successive large new-money debt 
issues or placements and a fourth which has had 3 new money issues (including one issue 
of common stock). (A fifth firm, having a net worth of $6.3 million in 1949, had raised 
$1.4 million by private placement in 1948.) See Appendix A to The Minneapolis Project 
(available on request from the publishers) and Moody’s Industrials, 1950 and 1955. 

"Two firms exclusively in grain milling, stated to be stagnant, a hosiery and lingerie 
manufacturer with very low income in 1949, and, presumably, a paint manufacturer with 
300 employees. See Minneapolis Project, Appendix A. 

One firm, presumably a member of this group, stated, “We don’t have enough funds 
to do more than replace the machines that are obviously ready for the scrap heap.” 
See Heller, op. cit., p. 101. 
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who could get outside funds at reasonable rates but would not do 
so because of considerations such as unwillingness to reveal their fi- 
nancial position to banks or the Securities and Exchange Commission, 
and fear of dilution of control of the business if (voting) common 
shares were issued. These firms comprised, at the most, the 5 of the 
sample’s 13 not already accounted for. It is possible that these firms 
would not prove to be typical of large investing businesses, for their 
two motivating considerations hold chiefly for firms that have not had 
public issues of securities. Practically every “large” corporation will 


Tas IT.—SnHare oF U. S. MANUFACTURING PLANT AND EQuIPMENT 
INVESTMENT, BY S1zE CLass OF INVESTOR, 1952 


(1) (2) (3) (4) 
Gross Assets of | Per Cent of All Man- | 
Corporations Per Cent of Aggre- ufacturing Corpora- | Average Investment 
($000 , 000 gate Investment* tions in Size Class> per Firm, Index 
| 
0.1-1.0) 
9 7.9 27 
5-10 6 1.3 100 
10-50 13 250 
50-100 10 0.2 1,580 
100- 53 0.2 6,910 


* Corporations’ investment gross of depreciation and depletion; net investment appears 
to have approximately the same distribution by size classes. 

» Data are for end of 1951 and therefore are not entirely comparable with column (2). 

© Index of (2)+(3); average investment of $5-$10 million corporations = 100. 

Source: U. S. Department of Commerce, Securities and Exchange Commission, and Bu- 
reau of Internal Revenue. Column (3) is from Bur. Internal Revenue, Statistics of Income 
for 1951, Part 2 (Washington, 1955), p. 130. 


have had public security issues and its financial position will be 
common knowledge. And the past security issues of most of these 
firms will have been so large and so widely distributed that fear of 
dilution of control as a result of new share issues will be the excep- 
tion. (Moreover, such firms should be able to issue fractional-voting 
or nonvoting shares. )** 


“One of the 5 or fewer self-financers, the largest of the firms in the sample, is known 
to have been closely held (although having 15,000 stockholders by 1954) and to reflect 
the attitudes described by the survey. However, this firm’s circumstances may be some- 
what unusual among large businesses, It was still “essentially a first-generation company” 
with the directors controlling nearly half the stock. Some millions of dollars worth of 
stock had to be sold because of estate taxes in 1945 and “Estate taxes might eventually 
break up these [remaining] holdings. . . .” See “Minnesota Mining in Motion,” Fortune, 
Mar. 1949, XXXIX, 93, 172. 

It is interesting to note that this firm did make a $20 million issue of debt and pre- 
ferred stock in 1947. See Moody’s Industrials, 1950. 
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The statistical evidence on the important role of long-term external 
finance by medium and large manufacturing firms from 1948 through 
1953 reinforces the conclusion that these 5 or fewer self-financers 
are probably not representative of aggregate investment by medium 
and large manufacturers.’ 

The Minnesota fiindings do suggest that small firms are self-finan- 
cers and that they ignore capital costs. However, it is easily demon- 
strated that such firms’ part in American manufacturing investment 
is unimportant. Table II shows that the concentration of fixed capital 
formation in manufacturing is even greater in the United States than 
in Great Britain; the largest 2.8 per cent of American manufacturing 
corporations did 82 per cent of the investment.”* 

Despite the apparent predominance of small and atypical firms in 
the Minnesota survey (or perhaps because of the extent to which 
the dominance is not complete), one of the reasons given for not 
relying on share issues to finance investment was “dilution of .. . 
per-share earnings.” Dilution of per-share earnings occurs when the 
“price” paid for share capital—the amount of anticipated earnings 
required by a buyer of the share per dollar of capital which he pro- 
vides—is higher than the anticipated rate of return on the extra 
investment which is financed by the stock sale. The stating of this 
ground for refusing to raise new funds from the public is an acknowl- 
edgment of the importance of capital costs in investment decisions.” 

The Minnesota finding that shortages in management and engineer- 
ing staff set the limit to the rate of investment and caused an accumu- 
lation of profitable investment projects in over half the firms studied 
is itself a strong reason for discounting the survey’s conclusions. Only 
after the temporary shortage and “rationing” phase had ended could 


* The source and use of funds data published annually for all manufacturing corpora- 
tions by the Survey of Current Business and for 200 medium and large manufacturing 
corporations by the Federal Reserve Bulletin suggest that external financing has amounted 
(excluding the transactions of negative financers in any year) to perhaps 50 per cent of 
medium and large firms’ net fixed investment. This financing must have been spread 
among firms doing much more than half the investment because the rolls of financers must 
have been made up of a varying list of firms over the years and because many firms must 
have used sizable amounts of internal funds along with their external funds, 

“The largest 2/10 of a per cent—200 manufacturing corporations—did 53 per cent of 
the investment. 

Employment data must be substituted for investment data if unincorporated firms 
are to be included in the measure. On this basis the largest 6/10 per cent (firms with a 
minimum of 1,000 and an average of over 4,600 workers) employed well over half of 
the manufacturing labor force (Surv. Curr. Bus., May 1954, XXXIV, 16, 18, 23). 

* The cost of capital on the stock market was abnormally high at the time the survey 
was made (see p. 586); therefore this explanation of unwillingness to borrow is in con- 
formity with expectations 
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there be a valid survey of the importance of a market-mechanism 
factor such as the price of capital. 


V. McGraw-Hill Survey 

A survey made at the end of 1949 by the McGraw-Hill Department 
of Economic Surveys asked whether American manufacturing firms 
would expand capital investment in 1950 if common stock prices 
were 50 per cent above the level of November 1949 (i.e., at a price 
higher than had been reached since 1929).°° Ninety-three per cent 
of the firms replied that they would not.” 

The investigation had two peculiarities which make this finding 
especially significant. Firstly, the sample was biased toward large 
firms, smaller firms being included only where the large firms surveyed 
did not dominate total investment sufficiently and it was necessary 
instead to employ a “representative cross section” of the industry. 
Secondly, the finding was made for the case of a very large change 
in the cost of capital (the ratio of expected per-share earnings to price 
of shares) in the share market, viz: 33 per cent. 

Nevertheless, most of the negative responses to the McGraw-Hill 
survey are open to explanations which would leave the survey’s find- 
ings consistent with the existence of a high interest elasticity of invest- 
ment demand. In the first place, the study itself reports difficulty in 
arranging security flotations in the limited time allowed as a factor 
in the high ratio of negative responses. Secondly, many of the nega- 
tive respondents must have experienced the prior limitation on invest- 
ment created by the shortage of administrative personnel, for the 
survey was made at the same time as the Minnesota investigation. 
Again, the respondents did include some small firms, many of which 
must have been unable to float share issues. More important, the cost 
of share capital—the per-share earnings share-price ratio—would 
have been quite high even after the one-third reduction: 9.3 per cent 
net of corporate income taxes (a level higher than in any of the years 
1920-21, 1927 through 1940 and 1942 through 1946)” or 15 per cent 
before corporate income taxes. Unwillingness or inability to finance 
additional investment when the cost of financing falls only to 15 per 
cent is quite consistent with a high interest elasticity of investment 
demand. Many firms were already relying on debt financing at interest 


* “Tndustry’s 1950 Capital Spending Plans,” Bus. Week, Jan. 21, 1950, pp. 73-80 and 
)icGraw-Hill Dept. of Econ. Surveys, Business Plans for New Plants and Equipment 
1950 (New York, 1950). 

* “Tndustry’s 1950 Capital Spending Plans,” of. cit., p. 78. 

* Federal Reserve System, Federal Reserve Charts on Bank Credit, Money Rates, and 
Business, Historical Supplement, Sept. 1954, p. 54. 
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(tax exempt) costs plus risk charges (to cover the fixed interest bur- 
den) of well below 15 per cent;*’ such firms obviously could reject 
a proposal to finance additional investment with another kind of 
capital the cost of which had fallen only as low as 15 per cent. Finally, 
some firms were presumably the temporary constituents of the normal 
complement of noninvesting, submarginal firms whose responses should 
be ignored. 


Conclusion 


In view of all their defects, no definite conclusion can be drawn from 
the surveys of business attitudes toward capital costs. The surveys 
do indicate that investment is to some degree less interest-elastic than 
thought by the proponents of interest-rate policy. But they do not 
establish that the interest elasticity falls seriously below what its 
proponents claimed. Further investigation, taking account of the con- 
siderations outlined above, must be carried out before any reliable 
conclusions can be reached. Computations of the weighted shares of 
affirmative replies in the various enquiries already taken might be a 
useful first step in such an investigation. 

* The high cost of share capital in comparison with bond capital was in fact a major 
cause of the very low level of share issues after the second world war. See W. B. Hickman, 


The Volume of Corporate Bond Financing since 1900, Nat. Bur. Econ. Research (New 
York, 1953), pp. 178-79. 


ON THE EFFECTIVENESS OF MONETARY POLICY 


By WarREN L. SmitH* 


Monetary policy has staged a remarkable comeback in the United 
States since the Treasury-Federal Reserve Accord. Due to the dis- 
illusioning experience of the 1930’s and the associated developments 
in economic theory set in motion by Keynes’ General Theory,’ con- 
fidence in the effectiveness of monetary policy reached low ebb in the 
early postwar years. Many economists, both in the government and 
outside, were convinced that most components of monetary demand 
were so interest-inelastic’ that an effective stabilizing credit policy 
would require impracticably large fluctuations in interest rates. These 
changes in interest rates would, they felt, cause violent fluctuations 
in the value of existing debt and excessively complicate the Treasury’s 
problems of debt management, especially during inflationary periods. 

The recent growth of confidence in the effectiveness of monetary 
policy can be attributed, in part, to an extensive reconstruction of the 
theory on which it rests. The effects of changing interest rates on 
expenditures have been played down, while, on the other hand, the 
possibility that even relatively small changes in interest rates may 


*The author is associate professor of economics at Ohio State University. He wishes 
to express his appreciation to his colleagues, Professors Raymond F. Mikesell and James R. 
Schlesinger for their very helpful criticisms of an earlier draft of this paper. The research 
was financed by a grant from the Institute for Research in the Social Sciences of the 
University of Virginia. 

*The General Theory itself was not antagonistic toward monetary policy in general, 
although it did emphasize the possibility that a highly elastic liquidity preference schedule 
might render it impotent in time of severe depression. (See J. M. Keynes, The General 
Theory of Employment, Interest, and Money [New York, 1936], pp. 172-73.) However, 
it did result in opening up the subject of fiscal policy, and the energy of many economists 
was absorbed in exploring this field, while monetary policy was neglected. In addition, the 
Keynesian formulation of monetary theory threw the spotlight on the rate of interest as 
the strategic variable, and, as indicated above, further study seemed to show that the rate 
of interest was a “weak variable.” 

? Belief in this inelasticity was based both on theoretical reasoning and on some empirical 
evidence. See G. L. S. Shackle, “Interest Rates and the Pace of Investment,” Econ. Jour., 
Mar. 1946, LVI, 1-17; F. A. Lutz, “The Interest Rate and Investment in a Dynamic 
Economy,” Am. Econ. Rev., Dec. 1945, XXXV, 811-30; the results and interpretations 
of the studies at Oxford of the effects of interest rates on investment decisions in T. 
Wilson and P. W. S. Andrews, eds., Oxford Studies in the Price Mechanism (Oxford, 
1951), pp. 1-74; J. F. Ebersole, “The Influence of Interest Rates upon Entrepreneurial 
Decisions in Business—a Case Study,” Harvard Bus. Rev. 1938, XVII, 35-39. 


| 
| 
we < 
4 | 
ish 


SMITH: MONETARY POLICY 589 


have quite substantial effects on the supply of funds entering the 
money and capital markets has been emphasized.* This increase in 
the sensitivity of the supply of funds has been attributed to the greatly 
increased importance of the public debt and the expanded role played 
by large institutional investors in recent years.‘ 

There has recently been a tendency, I believe, to exaggerate the 
effectiveness of monetary policy and to gloss over its weaknesses.° 
In this paper, I consider some of the arguments that have been ad- 
vanced concerning the effects of monetary policy measures on the 
supply of funds emanating from financial institutions. After examin- 
ing some of these arguments, I try to show that the growth and wide 
distribution of the public debt and the increased importance of large 
financial institutions have, in some respects at least, reduced rather 
than increased the potency of monetary policy. My arguments relate 
entirely to the effectiveness of restrictive monetary policy in times 
of inflation; however, many of them could, with appropriate adap- 
tation, be applied to expansive credit policy in recession. 


I. Effects of Monetary Policy on the Supply of Loanable Funds 


A. Effects via Changes in the Value of Assets of Financial Institu- 
tions. Financial institutions’ held about $101 billion of United States 
government obligations on June 30, 1955. There is little doubt that 
the portfolio adjustments of these institutions are sensitive to very 
small changes in interest rates. It has been argued that this sensitivity 
adds considerably to the effectiveness of monetary policy. For example, 
when a rise in interest rates is brought about by Federal Reserve 
action during a period of inflation, it is alleged that holders of these 
securities, hesitant to take capital losses on them, will be inhibited 
from selling them to obtain funds to meet the rising demand for private 
credit. 

This argument needs to be qualified in several respects. First, the 


* Or, as Roosa puts it, attention has been focused on lenders and the effects of monetary 
policy on the terms on which they will make funds available. R. V. Roosa, “Interest 
Rates and the Central Bank,” in Money, Trade, and Economic Growth: In Honor of 
John Henry Williams (New York, 1951), pp. 270-95, esp. pp. 275-76. 

* Ibid., p. 279. 

* The Federal Reserve authorities are usually very careful in their claims for monetary 
policy. They frequently stress the need to coordinate monetary policy with fiscal and 
debt-management policy. Nonetheless, I believe they are commonly inclinec to overstate 
the strong points of monetary policy and to understate (or, in some cases, fail to make 
reference to) its weaknesses. 

*The term financial institutions is used to cover commercial banks, mutual savings 
banks, insurance companies, and miscellaneous investors (including savings and loan 
associations, dealers and brokers, foreign accounts, corporate pension funds, and nonprofit 
institutions). See Fed. Res. Bull., Jan. 1956, p. 42. 


590 THE AMERICAN ECONOMIC REVIEW 


strength of the reaction depends upon the maturities of the securities 
involved. Typically, when interest rates rise short-term rates rise more 
than long-term rates, but the prices of short-term securities fall less 
than the prices of long-term securities.’ The decline in the value of 
existing portfolios of government securities can be expected to exercise 
a significant restraining effect only in the case of institutions which do 
not hold large amounts of securities of short maturity. As will be 
brought out more fully later, recent experience indicates that rising 
interest rates do not seriously deter commercial banks, which com- 
monly hold large portfolios of short-term government securities, from 
selling such securities to meet a rising demand for loans. 

One would expect the inhibiting effect of a decline in security prices 
on switches from government securities into loans or other securities 
to be greater in the case of institutions such as life insurance companies 
whose holdings of government bonds are chiefly of longer maturities. 
Here, too, however, the argument requires some qualification. The 
force which induces an insurance company to shift some of its funds 
from government securities to, say, corporate securities is presumably 
a differential in yield sufficient to compensate for the additional risk 
and costs of the switch. Thus as the level of rates rises, the rate on 
corporate securities would have to rise relative to the rate on govern- 
ment securities (thus widening the differential) in order to compensate 
for capital losses on the sale of government securities if holders of 
long-term governments were to be induced to switch. Suppose, for 
example, that an investor holds a 2.5 per cent government-issued 
consol which he purchased at par for $1,000. His assessment of default 
risk is such that he will not shift to a private consol unless the rate 
differential is at least 0.25 per cent. Now suppose that the yield on 
governments rises to 3 per cent. What will have to happen to the yield 
on corporate securities to induce him to shift? It is apparent that if 
he stays in governments, he will continue to get a yield of 2.5 per 
cent on his original investment. If his assessment of risk is the same 
as before, he will have to get a yield on his original investment of 
better than 2.75 per cent to induce him to shift. The sale of his govern- 
ment bond at 3 per cent would bring him $833.33. Thus he would 
have to be able to obtain a yield of more than $27.50 a year on an 
investment of $833.33, or 3.3 per cent in order to induce him to 
switch. The differential in yield between government securities and 


"It can be shown that this combination of reactions constitutes evidence that the 
elasticity of interest rate expectations is typically between zero and unity—e.g., that when 
current interest rates rise, investors expect future interest rates over their planning horizons 
to rise but by less than the rise in current rates. See Tibor Scitovsky, “A Study of Interest 
and Capital,” Economica, Aug. 1940, VII n-s., 304-06. 
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corporate securities would have to rise from 0.25 per cent to 0.3 per 
cent to compensate for the initial capital loss involved in the switch." 
The extent to which the differential in yields between government 
securities and private securities must rise increases with the maturity 
of the securities involved. If the yield on government securities rises 
from 2.5 per cent to 3.0 per cent, and if the normal differential between 
government and corporate securities is 0.25 per cent, the interest rate 
(7) necessary to compensate for the capital loss varies with the matur- 
ity of the securities (7) in the following way:° 
n i 
(in years) (in per cent) 
1 3.251 
5 3.259 
10 3.265 
20 3.278 
30 3.287 
3.300 


It appears from the above results that in many cases a small rise 
in the differential between the interest rates on private securities and 
on government securities should be sufficient to compensate the holder 
for the capital loss incurred in the sale of government securities.’° 


* The following expression gives the required interest rate on private securities (i) as a 
function of the initial yield on government securities (7,;), the new yield on government 
securities after the change in interest rates (r2), the normal differential between corporate 
and government securities (&), and the maturity of the securities involved (mn): 


ry ————— + 


nt+k 


In the case of the consols cited above, n = “, and the expression becomes 
+ k) 


When r; = 2.5 per cent, r: = 3.0 per cent, and k= 0.25 per cent, i= 3.3 per cent, as 
indicated. The original yield on government securities (r:) is assumed to be equal to the 
coupon rate on the securities initially held so that these securities were initially selling 
at par. It is assumed that the yield on government securities changes to r2 and is expected 
after an interval to return to the original level r:. The interest rate i is the rate that 
must be obtained on private securities in order to provide a yield of r:+& on such 
private securities held from the time when the interest rate falls until the time when it 
returns to its original level. It is assumed that the private securities held during the 
interval mature at the same time as the government securities originally held. 

* These results were calculated by means of the formula given in note 8. Interest was 
assumed to be paid annually. For semiannual payments, the results would be slightly 
different. 


* More complex cases not covered by our formula are possible. For example, the private 
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Of course, as a larger proportion of the portfolio goes into private 
securities, the over-all risk is increased and presumably for that rea- 
son larger and larger risk differentials would be required to induce 
the shift of additional amounts of funds." But if the private demand 
for funds were entirely inelastic, there would be nothing to prevent 
the necessary differential from appearing and hence nothing to check 
the switching. Presumably, therefore, the major force checking the 
shifting of portfolios is the elasticity of the private demand for funds. 

During the first half of 1953 when credit tightened and interest 
rates rose sharply, life insurance companies reduced their holdings of 
government securities by only $165 million as compared with reduc- 
tions of $649 million in the first half of 1952 and $424 million in the 
first half of 1954. Then in 1955, when credit tightened again, their 
net liquidations of government securities during the first 11 months 
amounted to only $130 million. This would seem to indicate that 
some government securities were “frozen in” by the rise in interest 
rates. However, during the calendar year 1951, when interest rates 
rose significantly, life insurance companies liquidated about $2.4 bil- 
lion of government securities.'* Interpretation of the data is compli- 
cated by the fact that the companies, while reducing their holdings 
of government securities steadily since 1946, have greatly decelerated 
the rate since 1951 as their holdings have fallen from their inflated 
level at the end of the second world war to a point where they are 
apparently regarded as approaching a normal relation to holdings of 
other types of assets. It may be, therefore, that the prevention of 
undesired shifts in the portfolios of large financial institutions will be 
less difficult in the future than in the recent past, at least under 
reasonably normal circumstances. However, to the extent that the 
problem does arise during periods of strong inflationary pressure, it 


security into which the investor switches may mature at a different time from the govern- 
ment security originally held. The required interest rate, i, is independent of the number 
of periods, m, which elapse between the decline in interest rates and their expected return 
to the original level, except that m must be less than m. If the assumption that the rate is 
expected to return to its original level is dropped, the formula becomes considerably more 
complex. However, the assumption seems reasonable in the context of the present discus- 
sion. And even if the rate is not expected to drop all the way back to its original level, 
there is nevertheless a differential between the interest rate on the government security 
and that on the private security which will compensate for the capital loss and induce 
switching, although this differential may be greater than those shown in our examples. 

“In a boom, the factors necessitating larger differentials would presumably be partly 
counterbalanced by the improved outlook which would tend to reduce the differential 
necessary to compensate for risk at each given distribution of portfolios between govern- 
ment and private securities. 

% The data are taken from various issues of the Federal Reserve Bulletin. 
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is apparent that not very much confidence should be placed in the 
so-called “freezing-in” effect as a means of deterring large institutional 
investors from shifting funds from government security holdings to 
private loans and investments. 

B. Credit Rationing by Commercial Banks. It has been recently 
argued that with relatively small changes in interest rates credit re- 
straint can be effective in reducing expenditures financed by funds 
borrowed from banks, even though the demand for bank loans is 
extremely inelastic, because banks will reduce their lending in large 
part by direct rationing of credit and more careful screening of bor- 
rowers.”* 

The process by which banks determine the volume of their loans 
and the terms on which the loans are made is one that is poorly under- 
stood. In the first place, in their dealings with customers most banks 
are in the position of oligopolists or, in some cases, monopolists posses- 
sing considerable power to discriminate.** In 1949, 99 per cent of the 
cities in the United States had five or fewer banks, and 94.7 per cent 
had either one or two banks.’® Moreover, most businesses and house- 
holds have an established connection with only one bank. At the same 
time, however, nearly all banks deal to some extent in one or more 
branches of the open market, where conditions approximate those of 
pure competition.” 

The second peculiar feature of commercial banking is the nature of 
the demand for bank credit. The volume of loans that a bank can make 

* This idea can be traced back at least as far as Keynes’ discussion of the “fringe of 
unsatisfied borrowers,” A Treatise on Money (London, 1930), Vol. II, pp. 364-67. See 
also A. G. Hart, Money, Debt, and Economic Activity, 2d ed. (New York, 1953), 
pp. 59-61; “Influence of Credit and Monetary Measures on Economic Stability,” Fed. 
Res. Bull., Mar. 1953, pp. 219-34; Monetary Policy and Management of the Public Debt, 
Replies to Questions and Other Material for the Use of the Subcommittee on General 
Credit Control and Debt Management, Joint Committee on the Economic Report (Wash- 
ington, 1952), Pt. I, pp. 370-73. For a critical discussion of the argument, see the statement 
of Paul Samuelson before the Patman Committee in Monetary Policy and Management 
of the Public Debt, Hearings before the Subcommittee on General Credit Control and 
Debt Management of the Joint Committee on the Economic Report (Washington, 1952), 
pp. 691-98, esp. pp. 695-98. The analysis presented here parallels Samuelson’s statement 
in several respects. 

“This is not true with respect to their dealings with large, well-established borrowers 
with a regional or national reputation who have many alternatives, including the power 
to utilize the facilities of the open market. 

*D. A. Alhadeff, Monopoly and Competition in Banking (Berkeley, 1954), p. 46, 
Table 11. 

** The four largest banks in the United States had only 5.5 per cent of total bank de- 
posits and only 7.3 per cent of total bank loans in 1950. (Ibid., p. 41, Table 7.) Even the 
largest banks are, therefore, largely price takers in their relation to the open markets. 
This is especially apparent when it is remembered that many other lenders also operate 
in these markets. 
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depends upon the interest rate charged’ and also upon the minimum 
credit standards it insists upon. In effect, a bank is faced with a num- 
ber of demand curves, each indicating the amount it can lend to cus- 
tomers at different rates of interest,’* with a different curve for each 
set of credit standards that the bank might establish. 

Commercial banks want to meet the credit demands of their cus- 
tomers and are under pressure to do so.'* Their customers are their 
bread and butter, and customer relations are very important to them. 
Furthermore, loans are in general more remunerative than investments. 
At the same time, it is a widely recognized feature of American bank- 
ing that banks do not like to be in debt, and, in particular, that mem- 
ber banks do not like to be in debt to the Federal Reserve.” Typically, 
. they will borrow temporarily to meet urgent needs for reserves, but, 
x given time to make adjustment, they prefer to obtain needed funds by 
: selling secondary reserve assets. This attitude had been fostered by the 
Federal Reserve through its policy of discouraging continuous borrowing 
and encouraging banks to borrow only to meet temporary needs for 
funds.** However, it would seem likely that the presence of the Federal 
Reserve as a dependable source of funds in case of need has probably 


; “Tt also depends upon other conditions, such as the minimum balance customers are 
‘ao required to hold on deposit during the life of the loan. This, however, can be included in 
v the interest rate, since the requirement of a larger balance is equivalent to charging a 

higher rate. Other important conditions, such as the terms of repayment, are not so easy 
to handle. 

Interest on each loan should be taken net of costs specifically allocable to that loan, 
such as costs of administration and credit investigation. Inclusion of these costs would 
account for the fact that loan rates decrease as the size of the loan increases and as the 
reputation of the borrower improves. Thus the rate would be lowest in the case of large 
fe loans to nationally known firms—the so-called “prime rate.” In addition to varying 
wy the rate according to the costs involved, banks may adjust the rate to the risk involved 
in the particular loan and also practice discrimination, i.e., vary rates according to the 
ee bargaining strength of the borrowers. However, even if they did not adjust rates to risk or 
practice discrimination, cost factors are capable of accounting for most of the observed 
patterns of variations in customers’ loan rates. 

AS *° Testimony of W. Randolph Burgess, Hearings before the Subcommittee on Monetary, 
Credit, and Fiscal Policies of the Joint Committee on the Economic Report (Washington, 
1950), p. 193. 

*”W. W. Riefler, Money Rates and Money Markets in the United States (New York, 
1930). As evidence that banks borrow chiefly because they “need” funds rather than be- 
cause of the profit motive, Riefler cites the fact that open market interest rates are more 
closely related to the volume of borrowings than to the discount rate. Although some 
banks undoubtedly do at times borrow for profit, the general validity of Riefler’s thesis 
is widely accepted. For a recent careful study of this question, see Alhadeff, op. cit., 
Ch. 11. 

*C. ©. Hardy, Credit Policies of the Federal Reserve System (Washington, 1932), 
pp. 32, 231; Board of Governors of the Federal Reserve System, Annual Report, 1926, 
pp. 3-5; the introductory statement of “general principles” in Regulation A of the Board 
of Governors (governing discounts and advances), effective February 15, 1955, Fed. Res. 
Bull., Jan. 1955, pp. 8-9. 
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had some influence on the attitude of banks toward their liquidity posi- 
tion.** 

Taking account of some of these basic institutional and behavior 
characteristics of our banking system, an hypothesis may be advanced 
as to the methods by which individual commercial banks and the bank- 
ing system as a whole adjust to changes in the demand for credit and 
in the availability of reserves.** Suppose, that the demand for credit 
increases substantially while the aggregate volume of member bank 
reserves is held constant by Federal Reserve policy. In the first in- 
stance, one might expect the banks to ration credit by tightening credit 
standards without much change in customers’ loan rates. This follows 
from the oligopolistic market position of most of the banks.** How- 
ever, banks want to meet the “legitimate” credit demands of their cus- 
tomers,*’ and in order do so they sell some of their secondary reserve 
assets—under present conditions chiefly short-term U. S. government 
securities—in the open market.** Now the open market is a highly 
competitive market, and while the sale of securities by one bank would 
probably not have a noticeable effect on open-market interest rates and 
security prices, if all or most of the nation’s banks experience increased 
credit demands and react by putting securities on the market, security 
prices will fall and open-market interest rates will rise. As open-market 
rates rise, the cost to banks of funds to meet the credit demands of 
their customers is increased, and the rates they charge customers will 
also increase.*’ As rates to customers increase, banks meet the loan 

* Section 10 (b) of the Federal Reserve Act, giving member banks the privilege of 
borrowing on any collateral acceptable to the Federal Reserve is a source of liquidity in 
times of emergency. This section was first introduced by the Glass-Steagall Act of 1932 and 
made a permanent part of the Federal Reserve Act by the Banking Act of 1935. 

“TI am not attempting to outline a complete theory of commercial bank behavior but 
merely to develop a rough and ready tool for use in the discussion of monetary policy. 

* The kinked demand curve psychology may be important here. Also the attitude 
toward lenders which can be traced back to earlier attitudes toward usury may make 
banks hesitate to raise rates for fear of alienating customers unless they can provide some 
explanation based on changes in their costs. 

“In a period of sharply rising credit demand, the banks may find that many of their 
new loan applications are coming from their best customers. Such applications are very 
difficult to reject. 

** Some will also borrow at the Federal Reserve, but, because of the widespread prejudice 
against indebtedness, this is likely to be largely (but not entirely) a transition phenomenon. 
A rise in the Federal Reserve rediscount rate, which is likely to be made to keep it in 
line with rising open market rates, will probably serve to strengthen somewhat the 
reactions discussed above. 

* To the extent that banks realize capital losses on assets, customers’ rates may be 
raised by an extra’ increment to compensate for those losses, in accordance with our 
earlier argument. This should be of minor significance, however, if banks have substantial 

amounts of short-term securities whose prices are not much affected by changes in interest 
rates. 
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demands of some of the customers whom they had turned down during 
the initial stage of credit rationing.** As the process goes on, the banks 
(a) reduce the liquidity of their assets through the sale of secondary 
reserves, and they take compensation for the reduced liquidity in (b) 
some increase in their earnings as a result of an increase in their loans 
and a rise in customers’ loan rates. At the same time they may achieve 
(Cc) some increase in the safety of their customers’ loan portfolio as a 
result of higher credit standards. An equilibrium will be reached when 
each bank’s liquidity, safety, and profit position is adjusted to its 
preferences under the new conditions. 

If the behavior of commercial banks is as indicated, the extent to 
which a reduction in the volume of bank reserves will cause the banks 
to reduce their loans to customers will depend upon a number of fac- 
tors. A given reduction in reserves will result in a larger reduction in 
loans: (a) the greater the interest elasticity of demand for loans; (b) 
the smaller the interest elasticity of demand on the part of other in- 
vestor groups for the types of secondary reserve assets that the banks 
sell to replenish their reserves; (c) the less the willingness of the 
banks to reduce their secondary reserves in order to accommodate their 
customers and to take advantage of rising interest rates on loans; (d) 
the stronger the preference of the banks for safety (avoidance of de- 
fault risk) in relation to earnings (i.e., the greater their propensity to 
ration credit directly rather than permit rising interest rates to do it). 

It is difficult to judge the strength of these various factors. Much 
undoubtedly depends upon the specific circumstances existing at the 
time, such as the volume of banks’ secondary reserves in relation to 
other assets, their earnings, the degree of risk they attribute to their 
loan portfolios, etc. The fact that interest rates on bank loans do not 
rise sharply when credit is restricted does not prove that the com- 
mercial banks adjust to the situation mainly by credit rationing. An- 
other explanation may be that the demand of other investors for the 
assets which the banks sell to obtain additional reserves is highly 
elastic. Moreover, if the banks have just passed through a period in 
which the demand for loans was relatively low so that initially their 
short-term investments are unusually large in relation to their loans, 
they may be so anxious to expand their loan portfolios that they may 
not begin to pass on the increase in the cost of funds (resulting from 
the rise in open-market interest rates as they liquidate secondary re- 
serves) to their borrowing customers for some time. Thus, it is not 
surprising at such times to find the rise in rates on bank loans lagging 

* Actually, it would be impossible to draw a sharp line between the “stage of credit 
rationing” and the “stage of rising interest rates.” The distinction is useful merely for 
purposes of exposition. 
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substantially behind the rise in open market rates. 

The analysis outlined above seems to be illustrated by the course of 
events during the period from December 1954 through September 1955 
when the Federal Reserve reduced its holdings of government securi- 
ties by $1.2 billion, member banks increased their borrowings by $500 
million, and other factors outside the control of the monetary authori- 
ties combined to increase reserves by about $100 million. The net 
result was a decline of $600 million in aggregate member bank re- 
serves.”” 

Despite the contraction of member bank reserves, commercial and 
savings banks expanded their loans by $8.9 billion from the end of 
December through the end of September. Commercial and savings 
banks reduced their holdings of government securities by $7 billion, 
the Federal Reserve System sold $1.2 billion of government securities, 
time deposits increased by $2.4 billion and other factors combined to 
exercise a contractive effect of $600 million on the money supply (de- 
mand deposits adjusted and currency outside banks). As a result of all 
this, the money supply was reduced by $2.3 billion.*° 

Thus, the banking system succeeded in expanding its loans by $8.9 
billion, or 10.3 per cent, in the face of a credit policy which produced 
a reduction of $600 million in member bank reserves and a reduction 
of $2.3 billion in the money supply. This loan expansion was financed 
by large bank sales of government securities.” 

During the period from December 1954 to September 1955, open 
market interest rates increased across the board. At the same time, 
bank rates on business loans remained substantially unchanged until 
the second quarter and then increased rather sharply in the third 
quarter.** Thus, rates on customers’ loans rose following the rise in open 


“ The reserve calculations are based on monthly averages of daily figures, Fed. Res. 
Bull., Nov. 1955, p. 1227. 

” Loans expanded by another $5.4 billion between the end of September and the end 
of December, making a total increase for the year of $14.3 billion. However, liquidation 
of government security holdings by commercial and savings banks was relatively small 
after September as the Federal Reserve supplied about $1.2 billion of member bank re- 
serves through open market purchases. The money supply increased by $6.1 billion during 
this three-month period. All data are from the Fed. Res. Bull., May 1956. 

* Treasury debt management actions offset in part the effects of credit policy. During the 
period January through September, the Treasury had a cash surplus of $2.9 billion, of 
which it used $2.7 billion for cash debt retirement, and added the remaining $200 million 
to its general fund balance. While the income and monetary effects of the cash surplus 
itself were anti-inflationary, the debt retirement added to the supply of funds in the money 
market, absorbed (in effect) part of the government securities being sold by banks and 
other investors, and moderated the rise in interest rates that these sales tended to produce. 

“For example, the average rate on business loans in 19 cities rose from 3.56 per cent 
in the quarter ending in June to 3.77 per cent in the quarter ending in September. 
(Loc. cit.) 
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market rates, although apparently only after a lag of considerable 
length.** 

The expansion of bank loans in the period from January through 
September 1955 is the most rapid on record.** In view of this fact, it 
is rather difficult to believe that the policy of credit restraint which 
prevailed during this period had very much effect on the expansion. It 
appears that commercial banks reacted to the increase in demand for 
credit and the accompanying contraction in the supply of reserves by 
selling a large volume of short-term government securities, thus con- 
tributing to the rise in open market rates and to the eventual rise in 
customers’ loan rates. 

C. Effects of Difficulties in Marketing New Issues of Securities. In 
recent discussions of the effects of monetary controls, it has frequently 
been pointed out that tightening of credit conditions may discourage 
the flotation of new issues of securities.*° If new issues are being 
marketed in large quantities and credit begins to tighten, underwriters 
find themselves in possession of large quantities of unsold securities 
for which they will have difficulty finding a market with security prices 
falling.”’ Under these conditions investment bankers will discourage 
the issuance of further new securities and may even refuse to handle 
new issues.** 

Undoubtedly there is some validity in this argument, and a number 
of instances of its operation in early 1953 can be discovered.** How- 


“ The lag appears to have been considerably longer in 1955 than it was in early 1953 
when interest rates also rose sharply. 

‘The largest previous increase in bank loans during a December-to-September period 
was in 1949-50 when loans increased by $6.8 billion. The rate of increase was greater in 
1949-50 (13.7 per cent, compared with 10.3 per cent in 1954-55). 

* This possibility is discussed in Keynes, A Treatise on Money, op. cit., Vol. II, pp. 367- 
69. See also Riefler, op. cit., p. 121; Lutz, op. cit., pp. 829-30; “Influence of Credit and 
Monetary Measures on Economic Stability,” op. cit., pp. 223-24. 

“This argument applies primarily to bonds, whose prices will clearly move inversely 
to interest rates; however, most new financing has been in the form of bonds in recent 
years. 

* Presumably the argument applies in reverse during periods when credit conditions 
are getting easier, although those who have advanced the argument have usually stressed 
inflationary conditions. 

‘According to reports in the New York Times and the Wall Street Journal, the 
following companies deferred or cancelled new issues of securities during April, May, and 
June, 1953, after bids had been called for or negotiations with investment bankers had 
been initiated: Southern Bell Telephone Company, Public Service Electric and Gas Com- 
pany, Southern California Edison Company, Michigan Consolidated Gas Company, 
Chicago Great Western Railway, Union Tank Car Company, Consolidated Natural Gas 
Company, Arkansas Louisiana Gas Company, and Arkansas Fuel Oil Corporation. The 
volume of issues thus withdrawn was nearly $250 million. Possibly some further issues were 
deferred or abandoned before they had reached the negotiating stage, but no information 
is available concerning such cases. It is interesting to note that nearly all of the companies 
listed above are subject to public regulation of their rates, which perhaps lends some 
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ever, an important reservation is in order concerning its role in monetary 
policy: the argument is not based on the effect of high interest rates 
but on the effect of rapidly rising interest rates on the issuance of new 
securities. As a result, when rates stabilize at a higher level, except to 
the extent that investment is responsive in the usual sense to interest 
rates, one might expect issues which had been postponed during the 
period of rising rates to be put on the market. Since it is a transitional 
effect and since its strength depends upon the speed with which rates 
are rising and security prices falling, its operation brings about its 
own cure—that is, if issues are postponed, this helps to stabilize the 
rate temporarily and set the stage for their later issuance. Its effect is 
primarily to slow down rather than to reduce the amount of new issues. 
Hence there is some doubt as to how much effect it may have on invest- 
ment expenditures, which is the important thing in time of inflation, as 
distinct from the volume of security issues. Firms may well succeed in 
finding ways to finance investment expenditures temporarily through 
borrowing at short term or reducing their cash balances.*® There is 
presumably a substantial lag between sales of securities and the ex- 
penditure of the proceeds on capital goods, and the chief effects of 
rapidly falling security prices may be to reduce this lag.*° 

The effect under consideration is one that the monetary authorities 
might appropriately look upon with dismay rather than delight, since 
it is more likely to embarrass than to help them during a period of 
strong inflationary pressure. If the capital market becomes extremely 
congested as a result of rapidly rising interest rates when the monetary 
brakes are applied vigorously, it may be necessary to ease up on the 
brakes now and then, thus spreading the restraint over a longer period 
and delaying its effects. For if the pedal continues to be pressed relent- 
lessly, it seems possible that the result might be not merely to check 
the advance but to cause a disastrous break in business expectations 
and a resultant fall in investment, output, and employment. The exist- 
ence of the effect we have been discussing may be an important reason 


support to the view that such concerns are likely to be especially sensitive to changes in 
interest rates. On the other hand, most of the security issues were offered for competitive 
bidding, and the results may chiefly indicate that competitive bidding does not work 
well when the capital market is tight. 

* A study of reports in the press concerning the approximately $250 million of new 
security issues withdrawn from the market in early 1953 (see footnote 38) indicates that 
in most instances the funds were to be used to retire other securities or to repay bank 
debt, or else the company was able to obtain funds from some other source. It appears 
that reductions in capital expenditures by these companies amounted to less than $20 
million. 

“Under some conditions the process may work the other way: firms may rush to 
borrow ahead of their needs during periods of rapidly rising interest rates because they 
expect rates to rise still higher. This is said to have happened in some cases in early 1953. 
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for caution and moderation in the application of restrictive credit 
policy.” 


Il. Financial Institutions, the Government Securities Market, and the 
Effectiveness of Monetary Policy 


Monetary analysis in this country in the last few years has placed 
excessive emphasis on the control of the money supply and the volume 
of bank reserves. While the secular growth of the economy over long 
periods of time may be greatly influenced by the rate of growth of the 
money supply, the emphasis on the money supply as an important con- 
trolling factor in shorter-run fluctuations seems to be somewhat over- 
done. Short-run changes ‘in income during the postwar period have 


TABLE I.—CoMPARISON OF CHANGES IN MONEY SupPLy AND IN INCOME VeLocity 
Upwarp AND DOWNWARD MOveMENtTs OF Gross NATIONAL Propuct 
THE First QUARTER OF 1947 


Year and Quarter 


| 1947 | 1948 | 1949 | 1953 | 1954 | 1956 


GNP* 223.2! 264.0/| 255.5! 369.3 | 357.6 | 398.6 
Money supply | 108.2 | 100.2! 108.6] 125.8 | 126.6 | 133.2 
Income velocity (v)° 2.06 2.42 2.35) 2.94 2.82 2.99 
% change in GNP# 118.3 —3.2 | +44.5 —3.2; +11.5 
% change in — -0.5! 415.8; 40.6] + 5.2 
% change in v4 — | 417.5; —2.9) +25.1] —4.1) + 6.0 
Absolute change in M (billions of | 

dollars) - + 1.0 —0.6 | +17.2 +0.8 | + 6.6 
Approximate monetary equivalent 

of change in v (billions)* - +18.9 —3.2 | +27.3 —5.2, + 7.6 


* Seasonally adjusted annual rates in billions of current dollars. Department of Commerce. 

>’ Demand deposits adjusted plus currency outside banks in billions of dollars, seasonally 
adjusted, average for beginning and end of quarter. Board of Governors of the Federal 
Reserve System. 

¢ GNP (row 1) divided by money supply (row 2). 

4 Per cent change since the last previous period shown in the table 

° Estimated by multiplying the money supply for the previous period shown in the table 
by the percentage change in velocity since that period (e g., the $18.9 billion estimate under 
the fourth quarter of 1948 equals 108.2 .175). 


been more closely associated with changes in velocity of circulation 
(whether of the income or transactions variety) than with changes in 
ee the money supply.** The changes in money supply and income velocity 
=. during short-run swings in gross national product since the first quarter 


“ Another difficulty is that if the Treasury has any sizable amount of refunding or 
especially of new financing to do, it will be subject (to a heightened degree due to the 
size of its issues) to the same disabilities as private borrowers, and the Federal Reserve 
may find it necessary to lend support to Treasury financing. 

“TI use the term money supply to refer to the quantity of actual means of payment, 
i.e., demand deposits adjusted and currency outside banks. 
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of 1947 are shown in Table I. In each of the upward and downward 
movements except the upswing beginning in the second quarter of 1954 
and continuing to the present time, the change in velocity was a much 
larger factor than was the change in the money supply. In the current 
upswing, the change in velocity was a slightly more important factor 
than the change in money supply through the first quarter of 1956. The 
last row of the table shows approximations of the changes in the quan- 
tity of money that would have been necessary to produce effects 
equivalent to the changes in velocity that occurred during each period. 

It should be apparent from an examination of the data in Table I 
(and additional information could be cited in support of the argument) 
that an approach to monetary policy which emphasizes mainly the 
money supply and the underlying changes in bank reserves is far from 
satisfactory. It has been pointed out recently that traditional monetary 
theory does not take adequate account of the complexity of our present 
financial structure, including financial institutions other than com- 
mercial banks.** The basic function of financial institutions is the 
mobilization of the financial resources of the economy in support of 
economic activity, and I suggest that when credit conditions are 
tightened and the creation of new money through the banking system 
is restricted, the financial machinery of the country automatically be- 
gins to work in such a way as to mobilize the existing supply of money 
more effectively, thus permitting it to do most of the work that would 
have been done by newly created money had credit conditions been 
easier. Moreover, the existence of a large and widely held public debt 
acts as a lubricant which adds greatly to the efficiency of this mobiliza- 
tion process by providing a vehicle for the necessary transfers of funds 
among economic units. 

There are a number of ways in which the financial machinery, lubri- 
cated by flows of these moneylike assets, may operate to effect a more 
efficient utilization of the existing money supply, thus producing what 
will appear statistically as an increase in velocity. 

1. Commercial banks, besieged by demands of their customers for 
loans, may sell government securities. When these securities are pur- 
chased by nonbank investors, deposits are liquidated, and when the 
banks make loans to customers, the deposits are recreated. The de- 
posits that are destroyed as a result of the sale of securities are idle 
balances, unless the rise in interest rates caused by the security sales 
induces households or firms to reduce current expenditures in order to 
buy the securities. This latter possibility seems rather remote, and it 
seems safe to assume that it is largely inactive balances that are elimi- 
nated. On the other hand, the deposits created through the making of 


“See, for example, J. G. Gurley and E. S. Shaw, “Financial Aspects of Economic 
Development,” Am. Econ. Rev., Sept. 1955, XLV 515-38, esp. pp. 536-8. 
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loans are, almost by definition, active deposits. Thus, although the 
money supply is unchanged as a result of such operations, the propor- 
tion of the money supply in active circulation is increased and a rise 
in velocity occurs.** 

2. Shifts in commercial bank assets may work through other finan- 
cial institutions to mobilize financial support for increased spending. 
For example, commercial banks may use the proceeds of security sales 
to buy open-market commercial paper from sales finance companies or 
to make loans to mortgage brokers for the temporary financing of 
mortgages. These latter institutions then lend the proceeds to pur- 
chasers of durable goods or new houses. 

3. Financial institutions other than commercial banks, such as in- 
surance companies, savings and loan associations, and mutual savings 
banks may sell government securities to nonbank investors, thus taking 
up idle balances which they then transfer to active spenders by making 
mortgage or other loans or by buying newly issued corporate securities. 
In this case idle balances become active, passing through financial in- 
stitutions in the process, and velocity is increased. 

4. Households, unincorporated businesses, and corporations may 
sell government securities and use the proceeds of such sales to finance 
additional expenditures on goods and services. If the sales are to 
commercial banks, the money supply is increased. If, however, credit 
conditions are tight and banks are not buying government securities, 
sales to nonbank investors may shift idle balances to active spenders. 
Such transfers within the nonbank group would leave the total security 
holdings of that group unchanged. However, sales by units needing 
funds to spend to other units having surplus funds would promote a 
more efficient utilization of the aggregate cash holdings of the nonbank 
group and the statistical result would be an increase in velocity. Thus, 
the existence of a highly developed open market in government securi- 
ties has tended to turn cash holdings of the private nonfinancial sec- 
tors of the economy into a common pool on which all can draw to 
finance expenditures and thus has mobilized these resources more 
effectively in support of economic activity. 

“If M, M., and M, represent total, active, and idle balances, respectively, and v, Us, 
and v, represent their respective income velocities, we have (assuming a fixed money 
supply) : 

Me = Mave + Mir, 
Since v, = 0 by definition, and if v. is regarded as roughly constant, determined by pay- 
ment patterns, habits, etc., - 


That is, observed income velocity (v) varies directly with the proportion of the money 
supply in active circulation (M./M). 


xa 
of 
ait 
=) 
ge ; 
4 
tas 
4 


SMITH: MONETARY POLICY 603 


5. Spending units may cash in nonmarketable Treasury securities 
(such as United States savings bonds) to finance expenditures. If the 
Treasury draws down its cash balances or borrows from banks to re- 
deem these securities, the money supply is increased. If it borrows 
from nonbank investors, however, the result is, in effect, the activation 
of balances that, in all probability, were previously idle. 

There are, of course, other ways in which the existing money supply 
can be used to finance increased expenditures: the direct expenditure 
of idle cash balances, the use of book credit, formal lending and bor- 
rowing within the private nonfinancial sector, and so on. However, it 
is my purpose to emphasize ways in which (a) the elaborate develop- 
ment and improvement in the efficiency of our financial institutions 
and (b) the development of a broader and more efficient government 
securities market have facilitated the mobilization of the existing 
monetary resources of the economy.*° 

Although all of the operations mentioned above have probably been 
important at times in recent years, the importance of those involving 
commercial banks (cases 1 and 2 in the above list) should be stressed. 
The inability to control commercial bank lending effectively constitutes 
a serious breach of the effectiveness of general credit controls. Moreover, 
the aggressive application of monetary policy in a particular phase of the 
cycle of economic activity weakens its effectiveness in the ensuing phase. 
This is illustrated in the mild recession of 1953-54 and the ensuing re- 
covery. During the recession, the Federal Reserve supplied the banks 
with a large quantity of reserves primarily by means of reductions in re- 
serve requirements in July 1953, and in June, July, and August 1954. 
Between June 30, 1953 and December 31, 1954, commercial and savings 
banks increased their loans by $8.7 billion, while at the same time 
greatly strengthening their liquidity position by adding $9.6 billion to 
their holdings of government securities.*“* These developments helped 
to put the banks in position to finance a continued rapid expansion of 
their loans by liquidating large quantities of government securities 
when credit policy became restrictive in early 1955. 

The tendency for aggressive contracyclical policies in one phase of 
the cycle to undermine their effectiveness in the next phase may be 
further accentuated if the Treasury follows a contracyclical debt man- 

“In Keynesian terminology, I am arguing that the liquidity preferences of the public 
are typically quite elastic, so that it is ordinarily possible for potential spenders or their 
financial agents, possessing government securities, to find buyers of such securities among 
the holders of idle cash balances without producing a rise in interest rates large enough 
to have a very great effect on expenditures. 

“ Fed. Res. Bull., Nov. 1955, p. 1236. However, the increase in commercial bank hold- 
ings of government securities was entirely in the 5-10 year maturity range. Holdings of 
marketable securities maturing in less than 5 years actually declined between mid-1953 and 
the end of 1954 (ibid., p. 1255). 
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agement policy of shortening maturities in recessions and lengthening 
them in periods of threatening inflation. For example, by shortening 
maturities during recessions, the Treasury adds to the supply of short- 
term securities, thus sustaining their yields and encouraging the bank- 
ing system to load up with them. This adds further to the liquidity of 
the banks and strengthens their ability to resist restrictive credit poli- 
cies of the Federal Reserve in the next phase. 


III. Concluding Comments 


In discussions of credit policy, the Federal Reserve System and its 
representatives are inclined to put almost exclusive emphasis on the 
control of aggregate member-bank reserves and the resulting control 
of the money supply and the total quantity of bank credit. Asset trans- 
formations which result in a more intensive utilization of the existing 
money supply are neglected almost entirely.‘ Discussions of bank 
loan expansion are often couched in phrases which leave the impres- 
sion that the inflationary effects of such expansion are practically nil 
when the expansion of loans is offset by bank liquidation of govern- 
ment security holdings.** Such an approach tends to obscure some of 
the most important issues involved and is likely to lead to an over- 
optimistic evaluation of the effectiveness of monetary policy.” 


“An occasional parenthetical reference is made to changes in velocity. For example, 
referring to the increase of nearly 6 per cent in the turnover of demand deposits from 
1954 to 1955, the Federal Reserve Bank of New York says, “The over-all rise in turnover 
was, of course, a reflection of the fact that restraint on the money supply, coincident with 
the increased need for money resulting from a higher level of business activity, drew 
idle balances into more active use.” (Federal Reserve Bank of New York, Annual Report, 
1955, p. 29.) This brief reference occurs in the last paragraph of a section on “Restraint 
on Credit Expansion and the Money Supply,” and the matter is not pursued further. 

“ For example, a recent discussion of monetary policy published under the auspices of the 
Board of Governors contains the statement, “Individual banks can get additional funds 
to lend by selling Government or other securities or by permitting maturing issues to run 
off. As a group, however, banks cannot expand their total supply of loanable funds in this 
way except when such paper is being bought by the Federal Reserve System.” (“Influence 
of Credit and Monetary Measures on Economic Stability,” op. cit., p. 221.) The state- 
ment is correct enough, but no reference is made to the fact that shifts in the composition 
of bank assets, such as those referred to, may result in more intensive use of the existing 
supply of loanable funds. 

“ By way of contrast, in Britain discussions of monetary policy put considerable em- 
phasis directly on the problem of controlling commercial bank lending. See, for example, 
H. G. Johnson, “The New Monetary Policy and the Problem of Credit Control,” Bull. 
Oxford Univ. Inst. Siat., Apr. and May, 1952, XIV, 117-31. This article, part of a sym- 
posium on monetary policy written in the early stages of the revival of flexible monetary 
policy by the newly elected Conservative government in 1951, discusses credit policy 
almost entirely in terms of measures for controlling the volume of bank advances. In a 
later comment on Johnson’s paper, R. V. Roosa of the Federal Reserve Bank of New 
York suggests that this approach is wrong, leads to unduly pessimistic conclusions about 
the effectiveness of monetary policy as a means of controlling inflation, and should be 
replaced by a framework which emphasizes control of the reserve base and the money 
supply. See R. V. Roosa, “Comment,” Bull. Oxford Univ. Inst. Stat., Aug. 1952, XIV, 
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Of course, there can be little doubt that a restrictive monetary 
policy, applied with sufficient vigor, can exert a potent restraint on 
aggregate expenditures. If the brakes are applied violently, however, 
serious disturbances in the market for long-term government and cor- 
porate securities are likely to result. This happened, for example, in 
May and June of 1953 without having a great observable effect on ex- 
penditures. There appears to be a legitimate basis for the fear that if 
powerful monetary restraints are applied rapidly enough to check 
increasing expenditures within a short period of time they may be so 
disrupting to the capital markets as to cause a severe collapse of ex- 
pectations and precipitate a decline in economic activity. If they are 
applied gently and gradually, on the other hand, they will effectively 
check increasing expenditures only after the liquidity of banks and 
other economic units has been gradually worn down. Before this point 
is reached a significant rise in prices may already have occurred. 

It has been said that the great advantage of monetary policy over 
fiscal policy is its superior administrative flexibility and the speed with 
which it can be adapted to changing circumstances. There can be little 
doubt of its superiority in this respect. However, the lag relevant to 
any kind of economic stabilization program can be broken into three 
parts: (a) the time that elapses between the need for action and recog- 
nition of the need, which may be called the recognition lag; (b) the 
time that elapses between the recogniton of a need for action and the 
taking of action, which may be called the administrative lag; and (c) 
the time elapsing between the taking of action and the effective impact 
of that action on the economic situation, which may be called the 
operational lag.*® For discretionary monetary and fiscal measures, the 
recognition lag is more or less independent of the particular measures 
used.** The administrative lag is undoubtedly much shorter for mone- 
tary policy than for fiscal policy.** However, for various reasons out- 


253-61. Although I think Roosa’s point was well taken with respect to the British dis- 
cussion, I also think that the Federal Reserve System has focused its attention too ex- 
clusively on the aggregate supply of bank reserves and money and has paid too little 
attention to the control of the volume of bank loans and the intensity of utilization of 
the existing money supply. 

“See M. Friedman, “A Monetary and Fiscal Framework for Economic Stability,” 
Am. Econ. Rev., June 1948, XXXVIII, 245-64, reprinted in F. A. Lutz and L. W. Mints, 
eds., Readings in Monetary Theory (Philadelphia, 1951), pp. 369-93; G. L. Bach, 
“Monetary-Fiscal Policy Reconsidered,” Jour. Pol. Econ., Oct. 1949, LVII, 383-94, re- 
printed in A. Smithies and J. K. Butters, eds., Readings in Fiscal Policy (Homewood, IIL, 
1955), pp. 248-64. 

“ As Friedman has pointed out, the recognition lag for automatic fiscal stabilizers is, 
in a sense, nonexistent. For discretionary measures, the recognition lag can be negative if 
accurate forecasting is possible, Friedman, op. cit., p. 255 in original article; p. 382 in 
Readings in Monetary Theory. 

™ With the exception of automatic fiscal stabilizers, of course, for which the administra- 
tive lag is very short. 
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lined at some length in this paper, the operational lag may be consid- 
erably longer for monetary than for fiscal policy, at least in many situ- 
ations.** The great advantage of fiscal policy is that it has a direct and 
powerful impact on the income stream, whereas monetary policy’s first 
impact is on the asset structure and only through its effects on this 
structure does it indirectly and with some delay affect the income 
stream.”* 

Monetary policy can be helpful in tempering the essentially mod- 
erate fluctuations in economic activity that occur under normal condi- 
tions. But it would be a dangerous mistake to overrate its potency and 
to place major reliance on its stabilizing power to the neglect of fiscal 
policy.** We should not let our enthusiasm for monetary policy distract 
us from the job of developing techniques of fiscal policy that will 
permit us to use its tools more effectively to moderate swings in eco- 
nomic activity. At the same time, we should not be so complacently 
satisfied with the effectiveness of our present monetary control 
weapons that we make no effort to improve them or to devise better 
ones. No new credit control weapons have been permanently added 
to the Federal Reserve’s arsenal since the 1930’s. The effectiveness of 
monetary policy would be considerably increased if we could devise 
more effective methods of controlling commercial bank lending.** And, 
although I do not think such measures are either necessary or desirable 
at present, it is possible that in future years, as the activities of finan- 
cial institutions other than commercial banks become more important, 
the continued effectiveness of monetary controls will require that the 
Federal Reserve’s authority be extended to cover some of the opera- 
tions of these institutions. 

"This is recognized by Friedman, ibid., pp. 256-57 in original; pp. 383-84 in Readings. 
See also Bach, op. cit., p. 386 in original article; pp. 252-53 in Readings. 

“I do not wish to be regarded as a partisan of fiscal policy. The ideal situation, as I 
see it, would be one in which both monetary and fiscal techniques had been developed to 
such a high degree of efficiency that the combination of the two to be employed in any 
situation could be decided on the basis of such considerations as the relative social pri- 
orities of additional consumption, investment, and government services. See P. A. Samuel- 
son, “The New Look in Tax and Fiscal Policy,” in Federal Tax Policy for Economic 
Growth and Stability, Papers Submitted by Panelists Appearing before the Subcommittee 
on Tax Policy, Joint Committee on the Economic Report (Washington, 1955), pp. 229-34. 
I am afraid, however, that we are rather far from this state of affairs at the present time, 
at least with respect to short-run stabilization policy. 

“ Britain’s difficulties during the past year constitute an excellent example of the dangers 
of placing excessive reliance on monetary policy. 

™* Merely to cite two examples, perhaps more thought should be given to the wisdom 
and feasibility of adopting a variable secondary reserve requirement or of basing reserve 
requirements on assets rather than deposits. See E. A. Goldenweiser, American Monetary 
Policy (New York, 1951), pp. 59-60. 
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THE STABILITY OF GROWTH MODELS 


By DrrRan BopENnHORN* 


The purpose of this paper is to explore more fully the nature of the 
equilibrium in simple models of economic growth. Two problems are 
investigated that have not been fully explored before: (a) the effects 
of introducing explicit assumptions about producers’ expectations, and 
(b) the problem of the full utilization of the capital goods produced. 

The models studied are the simple model that was introduced by 
Harrod‘ and the modification of this model that was suggested by 
Hicks.* In the original model, Harrod assumes that consumption de- 
pends only upon current income, whereas investment depends upon the 
difference between current income and last period’s income. Accord- 
ing to this model, the national income must always grow at a rate that 
Harrod calls the “warranted” rate. However, Harrod considers his 
model to be very unstable because any departure from the warranted 
rate of growth will be followed by an even greater departure from this 
rate, instead of being followed by a return to the warranted rate. In 
his explanation of this instability, Harrod is forced to depart from his 
original model and consider the role of producers’ expectations and the 
possibility of unintended investment. 

Producers’ expectations modify the analysis in two ways: (1) the 
quantity of goods produced for either consumption or investment pur- 
poses does not depend upon the realized level of current income, but 
rather upon the level of income that is expected when the production 
plans are formulated; (2) there will be unintended investment if pro- 
ducers’ expectations about the level of current income are not realized. 
It is then reasonable to assume, with Harrod, that producers will seek 
to compensate for this unintended investment in later periods. Harrod, 
however, does not make these modifications formally in his mathemati- 
cal model, but only verbally in his explanation of the instability of the 
model. In this paper, we make these modifications explicit. 

* The author is assistant professor at the Amos Tuck School of Business Administration, 
Dartmouth College. The research underlying this paper was facilitated by a grant from the 


Alfred P. Sloan Foundation. The author is greatly indebted to Evsey Domar for many 
stimulating discussions during the period when the research was in progress. 

* The original Harrod paper first appeared in the Economic Journal in 1939, reference 
(6), and was later reprinted in reference (5). The ideas are further developed in reference 
(7). The references are listed infra, p. 625. 


7 Ref. (8) and (9). 


608 THE AMERICAN ECONOMIC REVIEW 


I. The Harrod Model with a Linear Expectation Function 


Harrod’s growth model is based upon three propositions: “(i) that 
the level of a community’s income is the most important determinant 
of its supply of saving; (ii) that the rate of increase of its income is an 
important determinant of its demand for saving; and (iii) that de- 
mand is equal to supply.”* A mathematical model is developed on the 
basis of these three propositions: 


(1) S(t) = s¥() 
(2) I(t) = — Vit — 1)} 
(3) S() = I(t) 


Equation (1) says that supply of savings, S, is a fixed propotion, s, 
of current income Y(t). Equation (2) says that the demand for saving, 
I, is equal to a constant, v, multiplied by the increase in income of the 
current period over the preceding period. The demand for saving is of 
course identical with investment. The last equation (3), simply says 
that demand is equal to supply, or that saving is equal to investment. 
In this model, both savings and investment are defined net of depreci- 
ation. 

The critical equation in this model is equation (2) which gives the 
level of investment. In considering this equation we must keep in mind 
that there are two possible interpretations for the constant v. It can 
be either a response coefficient or a technical capital coefficient. If we 
interpret v as a response coefficient, we say that producers respond to 
an increase in income of one dollar by investing v dollars. It we inter- 
pret v as a technical capital coefficient, we then say that producers 
must make an investment of v dollars in order to have the capacity to 
increase income by one dollar per period. 

In order for this model to make economic sense, we must be able to 
interpret v as both a capital coefficient and as a response coefficient. 
This is because there is no autonomous investment in the model; all 
investment is induced as a response to changes in income. Equation (2) 
tells us that this reponse coefficient is v. However, it would not be 
possible to obtain the increase in income unless there were also an in- 
crease in capacity sufficiently large to warrant the increase. Further- 
more, if the increase in capacity were large enough to permit a larger 
increase in income, then unused capacity would be created, and we 
should expect that the response coefficient would fall. That is, the 
model makes sense from the point of view of an equilibrium in the 


* Ref. (5), p. 254. 
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stock of capital (no unused capacity) only if the response coefficient is 
exactly equal to the capital coefficient.’ 

The three equations of Harrod’s model can be solved to obtain 
current income Y(¢) as a function of last period’s income Y(¢ — 1), 
as follows: 


v 


(4) Y(t) = ve-1=[1+ |ve- 1). 


This means that current income depends only upon last period’s in- 
come, the propensity to save, s, and the response (capital) coefficient, 
v. If v is larger than s, then current income is a fixed multiple, 
v/(v — s), of last period’s income; and this multiple is larger than 
one, making income grow at the constant rate s/(v — s). This rate of 
growth is defined by Harrod as the warranted rate of growth because 
it is “. . . that rate of growth which, if it occurs, will leave all parties 
satisfied that they have produced neither more nor less than the right 
amount. Or, to state the matter otherwise, it will put them into a frame 
of mind which will cause them to give such orders as will maintain the 
same rate of growth.’”” 

If s exceeds v, then v/(v — s) is negative, and income will be al- 
ternately positive and negative, a state of affairs that is quite unreal- 
istic. Therefore, it is necessary to assume that v exceeds s. If this is 
the case, then the model is completely stable, and each year’s income 
will be v/(v — s) times last year’s income. For example, if v is 3.0 and 
s is .2, then current income is 107 per cent of last period’s income, and 
this increase of 7 per cent will be observed year after year. In the event 
of a disturbance, the economy must return immediately to a 7 per cent 
rate of growth, unless the disturbance affects either v or s, in which 
case a new equilibrium rate of growth will appear. 

Nevertheless, Harrod regards his model as unstable. He explains 
his belief as follows: “But now suppose that there is a departure from 
the warranted rate of growth. Suppose an excessive output [i.e., a rate 
of growth larger than s/(v — s)].... The consequence will be that the 
actual increase of capital goods per unit increment of output falls 
below that which is desired. There will be, in fact, an undue depletion 
of stock or shortage of equipment and the system will be stimulated to 
further expansion.” The actual rate of growth, instead of returning to 
s/(v — s) “will move farther from it in an upward direction, and the 


* The primary emphasis in the Domar models, as for example ref. (4), is on the technical 
capital coefficient, whereas Harrod and Hicks place primary emphasis on the response 
coefficient. The importance of making a sharp distinction between the two kinds of co- 
efficients was first brought to my attention by Domar. 

* Ref. (5), p. 256. 
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farther it diverges, the greater the stimulus to expansion will be.’” 

This explanation of the instability of the model, however, is outside 
the model given in equations (1) through (3).’ Harrod is no longer 
assuming proposition (iii), “that demand is equal to supply. . . ,” nor 
is he assuming proposition (ii), “that the rate of increase of . . . income 
is an important determinant of [the] demand for saving. .. .” He as- 
sumes first that supply somehow falls below demand, so that the actual 
increase in capital goods falls below that which is desired and there is 
an “undue depletion of stock,” which introduces the idea of unintended 
disinvestment. Secondly, he assumes that the demand for saving no 
longer depends exclusively upon the increment in income but that an 
attempt will be made to restore this unintended disinvestment. Thirdly 
he assumes that this attempt to increase investment will be unsuccessful, 
i.e., that there will again be unintended disinvestment and, conse- 
quently, that further attempts will be made to restore the investment. 
He concludes that the measures taken to increase the stock of capital 
will lead the economy to expand at an ever-increasing rate. 

In order to examine this conclusion carefully, we must develop a 
model capable of handling these new assumptions. In particular, we 
must develop a model in which unintended investment is possible, and 
in which unintended investment plays a role in determining the in- 
tended investment in subsequent periods. 

The most direct way to do this is to adopt the simplified model in- 
vestigated by Metzler.* This model keeps equations (1) and (3) of our 
original model, but these two equations are used to tell us what realized 
saving and investment will be in any period. We still have no way of 
determining what the level of income will be during the period. For the 
purpose of determining income, we assume that income is equal to 
output, which is the sum of intended investment plus the goods pro- 
duced for consumption. Intended investment and the production of 
consumers’ goods both depend upon the level of income that producers 
expect during the current period, rather than upon the actual income 
created during the period. 

Thus we complete our model as follows: Income during any period 
is the sum of intended investment, /,, plus the production of consumers’ 
goods, Cp. 


(5) Y(t) = 1,(4 + 


The production of consumers’ goods depends upon the income that 


* Ref. (5), p. 264. 
* This point has been brought out before. See, for example, ref. (1) and (3). 
* Ref. (10). 
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producers expect during the period, Ye. In particular, we shall assume 
that producers expect consumption to be the proportion (1 — s) of 
current income, making 


(6) C,(t) = (1 — 


The assumption about intended investment is a little more compli- 
cated. The basic assumption is that producers desire a capital stock 
which is v times the current income. That is, producers desire a capital 
stock at the end of the period equal to v¥-(t). Therefore, the intended 
investment is equal to this desired level of capital stock less the capital 
stock on hand at the beginning of the period, since we are, as before, 
dealing with net investment. The capital stock on hand at the start of 
the period is the capital stock that producers intended to have on hand 
at the end of the last period, v¥-(¢ — 1), plus the unintended invest- 
ment of the previous period, U(t — 1).° Thus 


(7) I,(t) = — ¥.(t — 1)] — 1). 


Unintended investment is, by definition, the difference between 
realized investment and intended investment. Therefore we have 


(8) U(t) = — I(t). 


It is clear from our model that unintended investment must also 
be equal to the difference between planned consumption and realized 
consumption, and we can write 


(8a) U(t) = — YO). 


Our model, which consists of equations (1), (3), (5), (6), (7), and 
(8) or (8a), can now be condensed into one equation: 


(9) = (1-—s+>)[¥.() — (1 —s) 1). 


To complete our model, we need in addition an “expectation func- 


* The same result can be obtained by looking at the problem in a slightly different way. 
Assume that producers respond to an expected increase in income by investing v dollars 
for each dollar’s increase in income, so the initial term in Jp is v[¥.(t) — Y(t-1)]. 
However, there is the unintended investment of the last period to worry about, and we 
must now consider this in two parts. First, there is the unintended investment which 
arises because consumption is not as expected, which is defined by equation (8) of the 
text. Second, we must correct our intended investment of the previous period to take 
into account the fact that the expected change in income was not realized exactly, so that 
intended investment may be more or less than was called for by the actual increase in 
income. Thus we need to subtract from our original term not only U(t-1), but also 
v[ Y.(t-1) — ¥(t-1)]. 
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tion,” which tells how producers determine the level of expected cur- 
rent income; 7.e., we need a function 


= 1), J. 


Let us emphasize that these equations deal with net investment 
rather than gross investment. Our Y is the net national product, rather 
than the gross product, since equation (5) tells us that Y is the sum 
of consumption plus intended net investment. Let us note, too, that 
our concept of unintended investment is not a cumulative one. That is, 
we are assuming that producers strive in each period to make up for 
all of the unintended investment that has ever taken place in the past. 
Therefore, if the intended investment is realized for any one period, 
the capital stock will be just appropriate to the level of income, and 
all previous unintended investments will have been compensated for. 

Our model now has the properties which Harrod assumes in the 
discussion of his model. There is the possibility of unintended invest- 
ment, and the level of unintended investment influences investment de- 
cisions in the following period. If income grows faster than producers 
expect it to grow, the consumption will be higher than producers had 
expected, and realized investment will be lower than intended invest- 
ment. Such a condition will stimulate the economy still further because 
producers will increase their intended investment in an attempt to 
make up for this unintended disinvestment. These tendencies cause 
Harrod to conclude that the economy will grow at an ever-increasing 
rate. 

We cannot investigate this conclusion of Harrod’s until we complete 
our model by assuming a specific expectation function, since we can- 
not tell what the current income will be without knowing this function. 
We can, however, investigate some of the effects of permitting unin- 
tended investment before we choose a specific expectation function. 

The basic assumption underlying our determination of intended in- 
vestment, equation (7), is that producers desire to have the capital 
stock a multiple v of the income produced by this capital. Therefore v 
is a capital coefficient telling us by how much we must increase the 
capital stock if we wish to increase income by one dollar per period. 
The coefficient is determined chiefly by the technical conditions of pro- 
duction, by the relative prices of capital and labor, and by custom, 
especially with respect to the work week. If we prefer, we can look 
upon the reciprocal of the capital coefficient, 1/v, as determining the 
capacity of the capital stock to produce income. That is, each dollar’s 
worth of capital has the capacity to produce 1/v dollar’s worth of in- 
come per period. 
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We need not assume that this capital coefficient, or capacity, is an 
exact relationship that must be observed at all times. If necessary, it is 
certainly possible to obtain more than the “capacity” output of a given 
capital stock by working over time and by introducing other temporary 
measures. However, it is not realistic to assume that production can 
exceed capacity over extended periods of time. 

We must, then, when we consider the equilibrium solution for our 
model, include as one of our equilibrium conditions the stipulation that 
the income produced should not continuously exceed the capacity of 
the capital stock. Furthermore, we must not let our equilibrium solu- 
tion involve continuous production at less than capacity levels, a state 
that would mean continuously unemployed, or at least underemployed, 
capital resources. There can be disequilibrium in the capital supply 
at any time, but the disequilibrium must not be chronic, i.e., equi- 
librium in the supply of capital must be approached in time. More 
exactly, the ratio of capital stock to income must approach v as time 
approaches infinity. 

In our model, the amount of investment realized in any period is 
given by equations (1) and (3) and is the proportion s of the income 
of that period. Thus it can be shown’ that, if the economy grows at 
the rate r — 1, or if it approaches the rate of growth r — 1, the ratio 
of capital stock to income will approach. 


(10a) 


If the ratio of capital stock to income also approaches v, it follows that 
sr 
r— 1 
or 


and r—1= 
v—s 


(10) r=- 


Therefore, we will approach equilibrium in the supply of capital if and 
only if the economy grows at (or approaches) Harrod’s warranted 
rate. If the economy grows at a higher rate, then there will be a 
chronic capital shortage, since the capital will continuously be produc- 
ing at higher than capacity levels. If the rate of growth is lower than 
the warranted rate there will be a chronic underemployment of capital, 
in the sense that the capital will never be used to full capacity. 

Our understanding of the model is significantly improved by the pre- 


* See Mathematical Appendix, Part A. 
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ceding results. Because we have not yet made any assumption about 
the form of the expectation function, we cannot determine the path 
that income will follow. Neverthless, we have been able to prove that 
the economy must approach Harrod’s warranted rate of growth if there 
is to be equilibrium in the stock of capital. That is, we can show that 
there is only one possible equilibrium rate of growth for this economy, 
and that this rate of growth depends only upon the (marginal) pro- 
pensity to save s and upon the desired ratio of capital to income v. It 
does not depend at all upon Y-, the income which producers predict, in 
spite of the fact that Y- determines both the quantity of goods pro- 
duced for consumption and the level of intended investment, and there- 
fore determines the rate at which the economy will actually grow. We 
must next, therefore, investigate Y-. and the effect that it has on the 
actual performance of the system in order to find out if Harrod’s con- 
clusions about the instability of the economy are correct. 

Before we make specific assumptions about the expectation function, 
let us examine the idea of the expected level of income. In a free enter- 
prise economy, decisions to invest or to produce for consumption are 
made by many relatively small producers, and each one bases his pro- 
duction decisions on his expectations of the future. Therefore, it is not 
even necessary that the expected income that is relevant for investment 
decisions, equation (7), be the same as the expected income that is 
relevant for consumption planning, equation (6), since, in general, 
different people will be making these decisions. Furthermore, there is 
no reason why the community should necessarily learn from its mis- 
takes. That is, if expectations were consistently low, and any one indi- 
vidual were making the predictions, he might be expected to learn 
something from this experience, and to increase his estimates. How- 
ever, in this case, no single individual is making the predictions. More- 
over, the individuals are interested primarily in predicting the demand 
for the particular product that they are making rather than the level 
of national income. Thus it may happen that the predictions of national 
income are all the same, but that somehow the total amount which is 
produced is not equal to the amount of national income that is pre- 
dicted. That is, producers may, on the average, overestimate (or un- 
derestimate) the share of the market that they are going to get, and 
the total amount produced may not be equal to the expected value of 
national income. In practice, of course, all the predictions would not be 
the same in any case, and for both of these reasons it is not likely that 
the actual income produced would be equal to the expected income. 
5 Thus the expected income in which we are interested is an average 
expectation. 

Let us assume, first, that producers determine their current expecta- 
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tions on the basis of the last observed change in the level of income, 
i.e., that producers expect income in the current period to rise by some 
multiple, 2, of the rise that was observed in the previous period.’ Thus 
our expectation function is 


(11) — Y(t — 1) = — 1) — — 2)]. 
Substitution of (11) in (9) gives us 


(12) V(t) = [1 (1-5) 
— (1 —s+0)(1 + 2n) V(t — 2) + — 3). 
On the basis of this equation, we can determine current income if we 
know the income of the last three periods. 

Before examining Harrod’s conclusions in the light of this model, 
it is necessary to discuss briefly the general characteristics of the be- 
havior of the model. The behavior of this model depends upon the roots 
of what is known as the characteristic equation of the model: 


(13) [1—s+o(1+) + (1 —s)]x? 
+(1—s+0)(1 + 2n)x n(1 —s+) = 0 


Equation (13) is a cubic equation and therefore has three roots, at least 
one of which is real; the other two roots may be either real or imagi- 
nary. In general, the national income will tend to grow at the rate 
given by the largest root’* of equation (13). However, other results are 
possible: (1) If there is no root larger (in absolute value) than one, 
then the income will fall continuously and eventually reach zero.** (2) If 
there is a negative root which is larger in absolute value than any 
other root, then the economy will alternate periods of positive and 
negative income, (3) If the largest root is imaginary, and greater than 
one, then the economy will be subject to fluctuations of ever-increas- 
ing magnitude. (4) If the economy starts to grow at the rate given by 


“ This is the assumption which Metzler makes in reference (10). However, Metzler also 
assumes —1 < a < 1, which we do not. Since we are interested in economic growth, and 
assume that growth takes place in a geometric progression, we permit producers to expect 
a geometric rate of growth by permitting m > 1. For n > 1, producers are predicting that 
growth will be at the rate m — 1. 

* For a more detailed discussion, see, for example, ref. (2), esp. Ch. 9-11. 

™ More precisely, the income will approach the rate of growth given by the root with 
the largest modulus. 

“This is because there is no constant term in the model we are considering. If there 
were a constant term in either the investment or consumption equations, then the income 
would not approach zero, but would approach some level greater than zero. There would 
however, be no economic growth. 
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any of the smaller roots, it will continue to grow at this rate. However, 
in the event of a disturbance, the economy will not return to this rate 
of growth, but will approach the rate of growth given by the largest 
root. (5) Under some circumstances, the national income may become 
negative and become a larger and larger negative number, “increasing”’ 
at the rate given by the largest root.** 

In general, therefore, we say that a difference equation of the form 
of (12) has a stable solution if the largest root of (13) is positive and 
larger than one. In this case the economy will tend to grow at the rate 
indicated by this root, and will tend to return to this rate of growth if 
some disturbance temporarily interrupts it. 

We can see without further investigation that instability of the sort 
which Harrod describes is not possible for our model. Harrod tells us 
that, if the economy ever exceeds the warranted rate of growth, the 
actual rate of growth of the economy will move farther and farther 
from the warranted rate in an upward direction and increase without 
limit. The warranted rate of growth, however, either is a root of equa- 
tion (13) or it is not. If it is the largest root of equation (13), then the 
economy will tend to return to the warranted rate of growth, even 
though Harrod’s other assumptions are all correct, i.e., even though 
“. , . the consequence [of an upward displacement] will be that the 
actual increase of capital goods per unit increment of output falls be- 
low that which is desired . . . and the system will be stimulated to 
further expansion.”** That is, the presence of unintended disinvestment, 
which then stimulates a further increase in investment, is not a suffici- 
ent condition to make the economy diverge from the warranted rate as 
long as the warranted rate is the largest root of equation (13). In 
this case the unintended disinvestment will eventually be taken care 
of, and the economy will return to the warranted rate of growth. 

But a continuously increasing rate of growth of the economy is not 
a possibility in any case, if the system is linear. If the warranted rate 
of growth is a root of (13), but is not the largest root, then the econ- 
omy will continue to grow at this rate if it starts growing at this rate. 
However, in the event of a disturbance, the economy will look for the 
rate of growth given by the largest root. If this largest root is negative 
or imaginary, the economy will fluctuate wildly. If it is positive, the 
economy will seek this rate of growth and settle down at this new and 


“This possibility is occasionally ignored in discussions of difference equations, The 
©; general solution of an equation like (12) is 
y(t) = + + Asxs', 

a where the x’s are the three roots of (13) and the A’s are constants determined by the 
initial conditions. If we let x, be the root with the largest modulus, then national income 
will become negative if A; is negative; otherwise, national income will become positive. 
Ref. (5), p. 264. 
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higher rate. It simply cannot move farther and farther from the war- 
ranted rate in an upward direction. 

If the warranted rate of growth is not a root of equation (13), then 
the economy cannot grow at this rate and will approach the rate given 
by the largest root, in the same way that it would if the warranted 
rate were one of the smaller roots and there were a disturbance. 

Our conclusion must therefore be that instability of the type which 
Harrod suggests is not possible for linear models. Since our model is 
linear before we introduce a definite expectation function, we may say 
that instability of the Harrod type is not possible so long as the ex- 
pectation function is linear. In order to get the result which Harrod 
suggests, therefore, we must assume a nonlinear expectation function. 
We shall return to this idea in Section II and give an example of a 
nonlinear expectation function that will give rise to instability of the 
type which Harrod suggests. 

Let us return, for the present, to our examination of the model sum- 
marized in equations (12) and (13). The introduction of producers’ 
expectations and unintended investment has produced noteworthy con- 
sequences. Harrod’s warranted rate of growth, which was formerly 
inevitable, may not be possible at all in this system, since the only 
possible rates of growth are given by the three roots of (13). In fact, 
analysis of equation (13) indicates that the economy can grow at the 
warranted rate only if producers expect it to do so," 7.e., only if m is 
equal to v/(v-s). 

This condition, however, is necessary but not sufficient to ensure that 
the warranted rate be stable. The warranted rate, v/(v-s) will be a 
root of equation (13), and therefore a possible rate of growth of the 
economy, if and only if equals v/(v-s). However, sometimes this 
warranted rate is not the largest root of equation (13), in which case 
the economy would not return to this rate of growth in the event of a 
displacement. In other cases the warranted rate would also be the 
largest root, and so would be stable. 

Further analysis of equation (13) indicates that v/(v-s) cannot be 
the largest root unless'* 


(14) s<v<estys. 


This condition, unfortunately, is not likely to be met in the real world. 
This, in combination with (10) means, for example, that if the war- 
ranted rate of growth is less than 10 per cent per period, then s must 
be less than 1 per cent, and v must be less than 11 per cent. That is, 


™ See Mathematical Appendix, Part C. 
** See Mathematical Appendix, Part D. 
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the economy must consume over 99 per cent of its current income, and 
the capital stock must be so productive that it can produce in each 
period an income that is more than nine times the value of the capital 
stock itself. Even if we were to permit the warranted rate of growth 
to go as high as 25 per cent per period, we would find that the economy 
must consume more than 93 per cent of its income, and that v must be 
less than 32 per cent, so that current income is more than three times 
the capital stock. 

This means that the warranted rate of growth is not likely to be the 
rate of growth which the economy will approach, since v/(v-s) is not 
likely to be the largest root of equation (13). If, however, the economy 
seeks to attain a higher rate of growth than this, a chronic shortage of 
capital will develop, and after awhile the capital stock will not have 
sufficient capacity to produce the level of income indicated by our - 
model. This, to be sure, introduces a consideration which is outside our 
formal model, but which we considered explicitly when we concluded 
that the warranted rate of growth is the only rate that will bring equili- 
brium in the stock of capital. 

The warranted rate of growth, s/(v-s), is also important in our 
revised model because it is the only rate of growth which meets Har- 
rod’s original definition of the warranted rate of growth, which was: 
“The warranted rate of growth is taken to be that rate of growth which, 
if it occurs, will leave all parties satisfied that they have produced 
neither more nor less than the right amount.””*” 

In our revised model, all parties can be satisfied with what they have 
done only if there is no unintended investment, and if the predicted 
income Y- is equal to the realized income Y. If we let Y- equal Y in our 
revised model, we clearly return to the original Harrod model, in which 
the only possible rate of growth is the warranted rate. Thus, in our 
revised model, expectations can be realized only if the economy grows 
at the warranted rate and furthermore, only if producers expect the 
economy to grow at this rate. No other rate of growth that producers 
expect can be realized, or, to put this differently, if producers expect 
any other rate of growth, our model must give rise to unintended in- 
vestment. To be sure, the anticipation of the warranted rate on the part 
of producers is not enough to assure that there will be no unintended 
investment. There may be unintended investment no matter what pro- 

* Ref. (5), p. 256. Harrod follows this by saying: “Or, to state the matter otherwise, 
it will put them into a frame of mind which will cause them to give such orders as will 
maintain the same rate of growth.” This second idea is not equivalent to the first. If the 
economy is growing at a rate given by any of the three roots of (13), producers will 


“give such orders as will maintain the same rate of growth.” They will not, however, be 
“satisfied that they have produced neither more nor less than the right amount.” 
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ducers expect; but there must be some if producers expect any rate of 
growth other than the warranted rate. 

We can summarize our results so far as follows: To be able to con- 
sider the problems in which Harrod is interested, we must revise his 
model to include unintended investment and producers’ expectations. 
The possibility of unintended investment introduces the possibility 
that there will be a chronic undersupply or oversupply of capital; and 
the economy must grow at the warranted rate if these results are to be 
avoided. The introduction of producers’ expectations permits the pos- 
sibility that this warranted rate may never be observed. In fact, it is 
not possible to observe this rate unless for some reason producers ex- 
pect it to be observed; and even if producers expect it, the values of 
the marginal propensity to save, s, and the capital coefficient v, are 
likely to be such that the economy will seek to grow at a higher rate. 
This higher rate of growth will not be possible, however, because of the 
capital shortage that will develop. And the model, as it has been set 
forth formally above, will break down, because the formal model does 
not consider the capacity of the capital stock to produce income. 


Il. The Harrod Model with a Nonlinear Expectation Function 


So far, we have investigated only one specific expectation function. 
We are interested in investigating other functions because we have 
found that the method of prediction influences the behavior of our 
model. 

Our first assumption about Y. was simply that producers take the 
last observed change in income, Y (t-1) — Y(t-2), and project it in the 
belief that the current change in income, Y-(¢) — Y(¢-1), will be a 
multiple m of the last observed change. In this section we shall investi- 
gate briefly the effects of assuming that current income will increase in 
the same proportion that last period’s income increased, the expecta- 
tion function being 


ii ¥@—1) 


Yt@—1) 


This function is nonlinear, i.c., current income is not projected as a 
linear function of previous incomes. Consequently our equation giving 
Y(t) as a function of previous levels of income, corresponding to equa- 
tion (12) in Section I, will not be a linear equation, and the solution 
does not have to follow the pattern outlined in that section. 

With our revised expectation function, if the economy has been 
growing at the warranted rate, we are going to predict that it will con- 
tinue to grow at this rate; and it will continue to do so. This behavior 
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is a direct consequence of tying the predicted rate of growth to the 
past rate of growth, something we did not do in the previous section. 
That is, under our former prediction procedure, producers would not 
necessarily predict that the warranted rate of growth would continue, 
even if it were observed. For this reason, the warranted rate did not 
have to be maintained if once observed, because it would not be main- 
tained unless it were predicted. In this case, we are predicting that the 
observed rate will continue. 

This means further that if the rate of growth ever exceeds the war- 
ranted rate, producers will predict that the growth will continue to ex- 
ceed the warranted rate. In this case, it can be shown that the conse- 
quence is that the observed rate of growth will continue to rise without 
limit, as suggested by Harrod.”® However, as before, the observed rate 
cannot long continue above the warranted rate because the capital stock 
will not have the capacity to produce the income levels suggested by our 
model. We must keep in mind in this connection that the warranted 
rate is the only rate that will maintain a balance in the supply of 
capital, no matter what the expectation function is. 

Thus we have demonstrated that Harrod’s conclusion about the 
ever-increasing rate of growth is not possible so long as producers’ ex- 
pectations are determined on the basis of a linear function of previous 
incomes, but that if a nonlinear prediction procedure is used, the result 
is possible. No matter which of our two expectation functions is used, 
however, the model is very likely to break down because its use results 
in a severe capital shortage or a severe capital surplus. 

The fact that no linear model can demonstrate the kind of insta- 
bility which Harrod suggested, although nonlinear models can do so, 
is quite significant from the point of view of the theory of model build- 
ing. Mathematical economists have long concentrated on linear models 
of economic behavior, primarily on the grounds that even linear models 
are too complicated for us to understand fully and that the data are 
not sufficiently exact to warrant more complicated models. Further- 
more, they frequently argue, particularly in connection with produc- 
tion functions, that a linear model can be constructed which will very 
closely approximate a nonlinear model. Here, however, we have a case 
in which the linear model cannot approximate the results of the non- 
linear model. There are certain kinds of response that simply cannot 
be observed with linear models but that can be observed with non- 
linear models. Furthermore, this particular response is considered 
economically reasonable by such people as Harrod and Hicks. It is 
important that we construct our economic models in such a way that 


* See Mathematical Appendix, Part E. 
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all of the responses which we think are economically reasonable should 
be permitted by the model. Otherwise we may be led to conclude that 
certain responses will probably not be observed in the real world, when 
in fact we have eliminated this response by our choice of model. 


III. Hicks’ Modifications of the Harrod Model 


In a review of Harrod’s book, Hicks” suggests that some of the in- 
stability of the model can be corrected by introducing more lags into 
the model. In his book** Hicks specifically suggests that consumption 
should be made a function of previous levels of income as well as of 
current income, and that investment should depend upon past changes 
in income as well as upon the current change in income.** Thus he 
modifies our equations (1) and (2) as follows:** 


(17) 1 YO 
+[¥@—k+1) — Yt —&)]. 


Hicks, like Harrod, simply assumes that producers know what the 
current level of income will be and does not consider formally the pos- 
sibility that producers’ expectations will be in error and cause un- 
intended investment. 

Our problem is to investigate the effects of assumptions (16) and 
(17) on the ratio of capital to income, and also to investigate the 
further effect of introducing an expectation function explicitly into this 
more complicated model. 

We can, as before, use equations (16) and (17) independently to 
determine the ratio of capital to income produced. That is, equation 
(16) tells us how much consumption, and therefore how much saving, 
there will be at any level of income, in the same way that equation (1) 
did in the Harrod model. Thus we find that if the economy grows at the 
rate r-1, or approaches the rate of growth r-1, then the ratio of total 
savings (7.e., capital stock) to income produced will approach” 


(18) r/(r — 1)[1 — by — — — — by 
™ Ref. (9), pp. 109-10. 
* Ref. (8). 


* Hicks also introduces some autonomous investment, in addition to the induced invest- 
ment by (17). This assumption introduces only minor complications in the model without 
changing any of the results, and is not considered in our exposition. 

*We must assume that at least one b, is unequal to zero, and that at least one v; is 
unequal to zero. In addition, either vz or be (but not necessarily both) must be unequal to 
zero. 

* See Mathematical Appendix, Part A. 
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This expression corresponds to (10a) in the original Harrod model. 

Equation (17) also gives us a ratio of capital stock to income. Our 
initial interpretation of the v’s in (17) is that these are response co- 
efficients that tell us how producers respond to changes in income. The 
introduction of the lag can easily be justified on the grounds that invest- 
ment takes time, so that if producers decide that a certain increase in 
income calls for some particular investment, this investment does not 
take place entirely in the current period, but is stretched out over & 
periods. 

Since this economy has no investment except that which results 
from the response coefficients, we can use these response coefficients to 
determine the desired ratio of capital stock to income, i.e., the capital 
coefficient that producers are striving to achieve and will achieve if 
they do in fact respond to changes in income as shown by equation 
(17). According to (17), if the economy grows at the rate 7-1, or ap- 
proaches this rate of growth, then the desired capital coefficient is” 


(19) + + 03/7? + 


It should be emphasized that (19) does not take the savings picture 
into account at all. It simply tells us what investors would like to do, 
depending upon the rate of growth of the economy. 

Equations (17) and (19) have some interesting economic implica- 
tions: (1) If the economy has been growing, but then ceases to grow, 
net investment will continue until the investment plans that were for- 
mulated during the growth period have been completed. (2) If the 
economy is growing, the ratio of capital stock to income produced ap- 
proaches the discounted value of the sum of the vi, where the rate of 
discount is equal to the rate of growth of national income. (3) The 
desired ratio of capital stock to income produced depends upon the 
rate of growth of the economy as well as upon the capital coefficients vi. 
(4) The desired ratio of capital stock to income produced is highest 
for a stationary state, and decreases steadily as the rate of growth 
increases. 

We must keep in mind, however, that there exists a technical capital 
coefficient, which we must compare with the desired response co- 
efficient (19). The present model is more complicated than the simple 
Harrod model since the response coefficient changes with the rate of 
growth, whereas the technical capital coefficient does not do so. Equili- 
brium is possible only if the response and technical capital coefficients 
are equal, a condition sufficient to determine an equilibrium rate of 
growth for the economy without ever taking savings into account. That 


™* See Mathematical Appendix, Part B. 
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is, we can obtain an equilibrium rate of growth simply by setting (19) 
equal to the technical capital coefficient and solving for the equilibrium 
rate of growth.” 

We can, however, also determine the equilibrium rate of growth by 
equating (18) and the technical capital coefficient, or by equating (18) 
and (19). Equilibrium will not be possible unless all of these rates of 
growth are the same; and we might well employ Harrod’s term war- 
ranted rate of growth for this equilibrium rate, if it exists. 

The existence of a warranted rate, however, is not a sufficient condi- 
tion for stability of the model. In order to find out how the model 
actually works, we must, as before, introduce producers’ expectations. 
That is, we must investigate a model in which production for consump- 
tion and for investment are determined by the level of income that 
producers expect during the current period, rather than by the income 
actually realized during the period, as we assume in (16) and (17). 
Thus we would substitute the following equations: 


(20) Cp(t) = bY) + be V(t — 1) + — 2) + --- +b — k + 1) 


and 


(21) J/,(t) = — — 1)] — 1) — —2))4+--- 


(21a) = — Vt 1) — V(t — 2)) 
+u[V.(¢-—k+1) — — 1). 


* Unless the vs themselves are functions of the rate of growth of the economy. We are 
assuming that the v, are independent variables, which is the assumption Hicks makes. 
It might be more realistic to assume that there exists a technical capital coefficient which 
determines the amount of income which can be produced by a given capital stock, and 
that producers adjust the response coefficients vs to the rate of growth of the economy 
in such a way that (19) is always equal to the technical capital coefficient. In this case 
the equilibrium rate of growth could be obtained by setting (18) equal to the technical 
capital coefficient. 

*TIt is not clear whether (21) or (21a) is the better assumption about the level of 
intended investment. Fortunately, the conclusions which follow are true on either assump- 
tion. The problem arises because it is not clear how producers go about rectifying errors 
in their investment plans. Let us suppose that producers’ expectations have been correct 
for k periods, and that current income is expected to be $100 higher than last period's. 
This would call for an investment of 100v, in the current period, plus whatever investment 
is called for by previous changes in income. In this period, however, producers’ expectations 
are not realized, and income only rises by $75. Investment in the current period will there- 
fore be too high, for two reasons: (1) intended investment is larger than it would have 
been had producers known what the level of income would be; and (2) consumption is 
lower than anticipated, resulting in unintended inventory investment. Therefore, the total 
“excess” investment amounts to 25(v,-+ 6;). It is reasonable to assume that intended 
investment in the following period will be v; times the expected change in income, plus 
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We investigate this model using only a linear expectation function, 
as given by 


(11) — — 1) = — 1) — 2)]. 


Investigation” of this model shows that the warranted rate of 
growth, if one exists, can be observed only if producers expect it to be 
observed. If any other rate of growth is expected a capital shortage or 
a capital surplus will develop; and it is possible for a chronic shortage 
to develop even if the warranted rate is expected. Thus we see that the 
introduction of lags as suggested by Hicks does not make the model 
more stable, or change the conclusions of Section I. 


IV. Conclusions 


ae = The stability of the Harrod growth model is significantly influenced 
F4 by (a) the requirement of equilibrium in the capital stock, and (b) 
ae the consideration of producers’ expectations. 

ae 1. The requirement of equilibrium in the capital stock can be met 


only if the national income grows at one specified rate, which Harrod 
calls the warranted rate of growth. 

2. The warranted rate of growth is inevitable ii producers know 
the current level of national income and base their production decisions 
on this known level of income. However, the warranted rate of growth 
may not be possible if producers must base their decisions upon esti- 
mates of the current level of income. 

3. For the simple linear estimating procedure, the warranted rate 
of growth is possible only if it is expected, and even then it is improb- 


75v2, plus whatever investment is called for by previous changes in income, and minus 
25(b: + v:). This formulation leads to equation (21). 

Bc Suppose, however, that current income was $25 more than expected, rather than $25 
oy ae less. Then investment would be smailer than desirable, for the same two reasons, in the 
amount 25(b:+ v,). Now, however, we run into some timing problems. What change in 
income should be used in connection with the coefficient v, in the following period? We 
are assuming that investment takes time, so that only part of the total investment can be 
undertaken in the initial period. This means, however, that we can only build in the 
second period (the vs coefficient) on what we have started in the first period. Therefore 
we cannot add 125v3, even though 125 is the change in income in the period with which 
va is associated, because we did not invest the 125% in the previous period. We sought 
to invest only 100v, in this period, and so we can only invest 100vs in the next period. 
Since income rose by $25 more than expected, we want to make additional investment be- 
cause of this, but we must start at the beginning by investing 25v, in this period, and 25vz 
in the next, and so on. Therefore intended investment in the next period will be uv; times 
the expected current change in income, plus 100vs, plus whatever investment is called for 
by previous changes in income, plus 25(v + b,). This formulation leads us to equation 
(21a). 

* See Mathematical Appendix, Part C. 
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able. For the simple nonlinear estimating procedure, any departure 
from the warranted rate of growth will be followed by ever larger de- 
viations from this rate, as suggested by Harrod. 

4. Hicks’ modifications of Harrod’s model do not alter these conclu- 
sions in any significant way. 
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MATHEMATICAL APPENDIX®” 
A. The Ratio of Total Savings to Income. 


We assume a savings function of the form 


In the original Harrod model, we assume b,=63;= - - - =b,=0, whereas in 
the revised Hicks model, savings depends upon the income of previous 
periods as well as upon current income. 

This savings function (1) gives realized savings and investment as a func- 
tion of realized income, no matter whether there is unintended investment 
or not. Therefore, we can determine the ratio of capital stock to income, 
as time goes on, as 


(2) 


* Equations do not have the same number designation in the Mathematical Appendix 
that they have in the text. All references in the Appendix are to equations in the Ap- 
pendix, unless otherwise specified. 
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In finding the limit (2), we substitute equation (1), and also make the 
assumption that, in time, the economy approaches the rate of growth r—1 
and that eventually Y(t) = Y(0)r*. 


yi) Ya 


inl 


S(x) b; 1 


ing 7 * 


In the simple Harrod model, we assume 1—5,;=s and all the other 5; 
zero, and we get 


S(x) 
rs 


t+ Y(t) r— 


We can therefore conclude from examination of the savings function (1) 
that the ratio of capital stock to income produced will approach (3), if the 
rate of growth of the economy approaches (r—1). 


a B. The Ratio of Total Investment to Income. 


We can also investigate the ratio of capital stock to income produced by 
examining the investment equation and assuming that investment plans are 
- realized. The result will tell us what producers would like to obtain and 
a are constantly striving to attain. 
a In our most general case, we have an investment function 


(5) I(t) [¥() — V(t —1)]) + —1) — Yu — 2)]4+--- 
+ — k+1) — k)]. 
We assume, as before, that Y approaches the rate of growth r—1. 
Our problem is to determine 


t 
> 
(6) 
Y(t) 


P¥(x-i+1) 


Y(t) 
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z=0 1 


C. Conditions that Make the Warranted Rate of Growth Possible. 


We are interested in finding out the conditions under which our model 
will grow at the rate that is determined by equating (7) and (3), since this 
is the only rate of growth that will bring equilibrium in the stock of capital. 
Our model consists of the following equations: 


k 
bY) + i+ 1) 


= 
i=? 
k 
T(t) = -—i+1) — i)] — 
t=] 


U(t) = — YO) 

= (1+ — 1) — nV(t — 2) 

Y(t) = C,(t) + I(t). 

By substituting, we get 

(8) ¥(t)=b, [(2+n)¥(t—1) — (14 2n)¥ (¢—2)+n¥(t—3) | 
+ - t+ 1) 


te. 


k 
+ [(+n)¥(t—i) —(1+2n) 


ic 


National income, Y, can grow in this case at any of the k rates given by 
the solutions to the characteristic equation of the model, 7.e., at any of the 
k rates that satisfy 


(9) at = by [(2 + n)xt? — (1 + + nxt] + 


k 
+ + n)x'-§ — (1 + + nxt?) 


I(x) 
Us 
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However, only the largest (in absolute value) rate will be stable. 
We want to know the conditions under which 2, given by 


k k 
Xo 


will satisfy (9). 
Before substituting (10) into (9), let us rewrite (10): 


Xo k 
1 


1 


Xo k k 
1 1 


k k 
= + (2% — 1) 
1 1 


Xo 
— 1 


= 


1 


Substituting (11) in (9) gives 
aot + (2 + n)xo'! — (1 + 2n) + 


= + (2 + — (1 + 2m) + | 


by (x9? — 2x9? + x9) — byn(x9? — 2x9 + 1) 


k 
bi(xo — — = (mn — — 


i=] 


We are assuming, however, that the economy is growing, f.¢., xo~1, 
therefore 


bi(xo — nm) = (n — x0) 
tel 


If we also assume that m2», then we get 


k 
(12) b, = = *. 


However, (12) is not a reasonable assumption, since both }, and 
>-t-1 2x0! must be positive for the model to make economic sense. 
Therefore we must conclude 


nm = Xo. 


Thus (10) can be satisfied if and only if n= x». 


> 
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D. Conditions that Make the Warranted Rate of Growth Stable. 

We are interested in determining the conditions under which n= x» will 
be the largest root of (9) in the case of the simple Harrod model. In this 
model, we take 

and 

(14) v= 

Substituting (13) and (14) into (9) and (10) gives 

— [(1— s+ 0)(1 +m) + (1 — s)]x? 

(15) + (1+ =0 
v 


(16) 


We already know that x» is a root of (15) only if xo=m, and we need to 
investigate the sizes of the other two roots. For xo=m, the three roots of 
(15) are: 


v 


r= 


= (1—s+o0)—- —st v)(v — Ss). 


We have assumed, however, that 
(17) v-s>0 
and therefore we have 


> 


and therefore r2>r3>0. 
Therefore, r; is the largest root of (15) if 


i.e., if 
v 


(18) - 


For (18) to hold, two inequalities must be met. We must have 


v 


(19) 
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v 2 


(19) reduces to 


(21) vests. 
(20) reduces to 
(22) v® — sv? — s¥y7 — (1 — s)s? < 0. 


The only one of these that we need consider is (21), which, in combina- 
tion with (17) gives us 


(23) s<v<stys. 


(23) is therefore a necessary but not a sufficient condition for 7;>r2, 
since (22) must also hold. However, as we have seen in the text, (23) is a 
very unlikely condition. 


E. The Nonlinear Expectation Function. 
We now want to consider our Harrod model on the assumption that 
Y .(t) Y(t — 1) 


(24 = - 
¥(t—2) 


In order that we can see the effects of growing at a rate other than the 
“warranted” rate, let us define e(/) as follows, 


Y(t — 1) v 
25 -= 1 ql 
Y(t — 2) (—) 


Substituting (25) in (24), we have 


(26) Y(t) = + e(t — 1)|¥(t — 1). 


Substituting (26) into the model given by equations (5), (6), (7), and (8a) 
of the text, gives 


Y(t) = ~ + 1)]¥(t — 1) 
§ 
1— 
s¥(t — 1) 23) U(t — 1) 


v 
- ( [1+ (1 — s + v)e(t — 1)] V(¢—1) 


= 
! 
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We also solve for e(t) and U(t) in terms of previous values of our variables, 
as follows: 


v-s 1—s+v\U(t — 1) 
27 =(1- t~1)= 
(27) e(t) = ( s+ v)e( ) ( i-; 
(28) U(t) = 1) — — s)¥(t — 1)e(t — 1). 


Equations (27) and (28) show us that Harrod’s conclusions are correct. 
He starts on the assumptions that the actual rate of growth is higher than 
the ‘“‘warranted” rate, t.e., e(t—1)>0, and that consumers consume more 
than is anticipated, resulting in unintended disinvestment in inventories, 
i.e., U(t—1) <0. But on these assumptions (27) shows us that e(/)>e(¢—1), 
and (28) shows us that U(#)<0. But this puts us back where we started 
from, so that (27) and (28) indicate again that e(t+1)>e(f) and U(t+1) <0. 
In general, therefore, we have 


e(t + > et + — 1) 


U(t+ i) <0. 
The reverse is, of course, true if we start by assuming 
1) <0 
and 
U(t — 1) > 0. 


1). 


LEWIS’ THEORY OF ECONOMIC GROWTH 
A Review Article 


By P. T, BAvER* 


This very important, forcefully argued and well-written book' is intended 
. . to provide an appropriate framework for studying economic develop- 
ment” (p. 5), for the twofold purpose of satisfying intellectual curiosity and 
assisting policy makers. Both proximate and remote causes of growth are 
discussed. The proximate causes are: the effort to economize; the increase of 
knowledge and its application; and the increase of capital and other re- 
sources per head (p. 11). More remote causes are also considered, including 
psychological, religious, political, and other institutional factors. The princi- 
pal chapter headings are: The Will to Economise; Economic Institutions; 
Knowledge; Capital; Population and Resources; Government. 

In the breadth of ground covered Professor Lewis deliberately reverts to 
the traditions of 19th century political economy. But he ranges even more 
widely than the English classical economists. It is indeed hard to think of 
any significant factor in economic development, or issue in development 
policy, which is not at least touched on in this book. Such comprehensiveness 
has real merit. I believe that it is right to consider factors which in post- 
classical economics have come to be relegated to institutional literature or 
left to other disciplines. Some of these greatly influence economic develop- 
ment. Moreover, economic propositions of some generality and depth can 
be established about them and their interaction with the variables usually 
studied by economists. Examples include the effects of different systems of 
land tenure, or of family obligations, on agricultural productivity and on 
the supply of labor in nonagricultural occupations; the influences affecting 
the emergence and effectiveness of restrictive tendencies; and many others. 

Lewis disclaims the formulation of any general theory of development. But 
there is a particular model, from which his main theme springs, which is in 
some places explicit and in others implicit. The model and the theme underlie 
his method, analysis, and framework for policy. Although I believe that the 
model has misled him on some fundamental issues, it is nevertheless a very 
illuminating contribution to the study of development. 

I shall first consider issues bearing directly on Lewis’ model and main 
theme, and thereafter, more briefly, certain other issues either connected with 
his theme or his major recommendations for policy. 


*The author is Smuts Reader in Commonwealth Studies, and fellow of Gonville and 
Caius College, Cambridge University. 

*W. Arthur Lewis, The Theory of Economic Growth. (Homewood, Il.: Richard D. 
Irwin. 1955. Pp. 453. $6.00.) 
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I. The Model 


In the model,’ the economic system comprises two distinct sectors, the 
capitalist and the subsistence sectors. The former, which may be private or 
state-owned, includes principally manufacturing industry and estate 
agriculture; the latter, mainly small-scale family agriculture and various 
other types of unorganized economic activity. Capital, income and wages 
per head, the proportion of income saved, and the rate of technical progress 
are all much higher in the capitalist sector. The subsistence sector is both at 
a very low level, and also stagnant, with negligible investment and technical 
progress and no new wants emerging. Institutional arrangements maintain 
this chronic disequilibrium between the sectors, implicit in these differences 
in real income and productivity. In the extended family the members receive 
approximately the average product of the group even if the marginal product 
is much less (possibly zero or negative); moreover, wage rates in the capital- 
ist sector are institutionally set at levels higher than the supply price of labor. 
The stagnant subsistence sector contains a reservoir which provides an elastic 
supply of labor to the capitalist sector. The volume of employment in the 
capitalist sector, and thus the rate at which labor is transferred from the 
subsistence to the capitalist sector, depend on the rate of capital accumula- 
tion in the latter. Even where the population in the subsistence sector is 
sparse, so that there is no pressure for employment in the capitalist sector, 
the rate at which this sector is transformed still depends on capital accumula- 
tion. The process of development, initiated by an increase in the share of 
capitalists in the national income, is essentially the growth of the capitalist 
sector at the expense of the subsistence sector, with the goal of the ultimate 
absorption of the latter by the former. 

This model illuminates important aspects of many underdeveloped econ- 
omies, much more so than other more formal models currently proposed. For 
instance, it helps to explain the extreme responsiveness of the Indian labor 
supply to changes in employment opportunities in the plantation industries 
of Malaya and Ceylon; though this example in turn recalls the difficulties of 
the Dutch and Indonesian authorities in their attempts to induce the Java- 
nese to leave their overcrowded island and to accept employment at higher 
real wages in Sumatra. 

But Lewis’ distinction between the two sectors is too sharp. Small-scale 
agriculture is often far from stagnant. The emergence of the production of 
cash crops by individual producers has often been a key instrument in eco- 
nomic development; and there is often important capital formation in this 
type of agriculture. Many underdeveloped countries (and agricultural sectors 
of other countries) have progressed very rapidly over the last few decades; 
they are still at low levels because they have only recently been caught up 
in the stream of material progress. A low level is quite compatible with even a 
rapid rate of change, if the process has begun only comparatively recently and 
has started from a very low level. Lewis stresses the rapid growth of the 


*The model was first proposed in his celebrated article, “Econoraic Development with 
Unlimited Supplies of Labour,” Man. School Econ. Soc. Stud., May 1954, pp. 139-91. 
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British economy during the industrial revolution. But it is important to 
remember that by the eve of the industrial revolution Great Britain had had 
centuries of slow economic growth behind her, had had centuries of settled 
government, had accumulated much capital and skill, had reached a high 
level as a trading nation, and above all had advanced most of the way towards 
a money economy. All this is far from true for large parts of the present 
underdeveloped world. 

The assumption of stagnation in the agricultural sector gives Lewis’ ap- 
parently dynamic model a static bias which is at times misleading. An im- 
portant example is the neglect of the stimulating effects of the prospect of a 
higher and more varied level of consumption on investment and effort in 
small-scale agriculture. Moreover, there are also often significant opportunity 
costs even of the apparently idle labor in the peasant sector in terms of 
seasonal activity, various other activities, and also of preferred leisure. 


II. Concept of Growth 


“The subject matter of this book is the growth of output per head of pop- 
ulation” (p. 9). Lewis explicitly disclaims concern with consumption. He is 
also not concerned with valuation, measurement and definition. Although he 
mentions one or two of the problems of measurement of the national income 
“so that pedantic reviewers shall not be able to say that we are not aware of 
them,” they are not discussed, because “. . . our concern is not with the 
measurement of output but with its growth” (p. 9). 

But this will not do. Output, as a heterogeneous collection of commodities, 
is meaningless except in a context of a system of valuation; and disregard of 
this affects much of the argument. Particularly in discussion of policy, out- 
put must mean desired output. This at once raises problems of concept, val- 
uation, and measurement, such as the proportion of the total output repre- 
sented respectively by intermediate and final goods; or bought out of taxes 
or by consumers on the market; or subject to direct control or available 
freely at ruling prices; or the proportion of output produced, and of income 
earned, by factors subject to direction or subject to market forces. If the 
relative importance of these categories changes significantly, an increase in 
output may not represent desired output, and therefore development in any 
meaningful sense. 

The question of the relative valuation of present and future output is also 
important. Lewis seems to regard future output as of the same value as 
present output, which is a questionable procedure when people for various 
reasons prefer present to future output. It is plainly inadmissible when the 
distant future is involved, since the most extravagant policies can be spuri- 
ously justified on the ground that a postulated increase in output in the 
indefinite future will exceed or equal the sacrifice of immediate output for 
private or public consumption or for investment in less distant projects. This 
question is, of course, specially important in discussions of capital formation. 

The disregard of these problems of concept and valuation may stem from 
Lewis’ model and theme which envisage economic development as the ab- 
sorption of a stagnant subsistence sector in which the opportunity cost of 
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labor is generally regarded as negligible. In these circumstances any transfer 
of labor from the subsistence to the capitalist sector results in an increase in 
output (though problems of concept and measurement still remain within the 
capitalist sector). But if the opportunity cost of labor in the subsistence sector 
is positive, and especially if there is capital formation there (as in fact is 
often the case), the disregard of these problems can affect substantially both 
analysis and policy. 

In another sense, however, disregard of these issues by Lewis is unexpected, 
because he regards an increase in the range of choice as the principal benefit 
of economic growth (p. 420). This suggests a criterion for evaluating the 
process and results of change, which however is not employed consistently. 
If it had been, Lewis could not have side-stepped fundamental problems of 
valuation. 


III. The Main Theme 


Lewis’ major theme is the emergence and growth of a capitalist sector (which 
may be privately owned or state-owned) as.a condition of economic devel- 
opment, because this sector alone generates the required savings and invest- 
ment. 

Lewis says repeatedly (e.g., p. 227) that much of the small volume of 
saving by agriculturalists does not result in an increase in capital formation 
because it is used to buy more land. This widely held view seems to be mis- 
taken. When people save they consume less than their income and thus make 
resources available to the rest of the community. There must be corresponding 
net capital formation, unless their action is offset by dissaving by others. 
This is possible, but except on peculiar assumptions the outcome does not 
depend on the kind of physical asset bought by the savers. 

Nor is it clear that the volume of saving and investment by agriculturalists 
is negligible. As is usual, Lewis’ discussion of capital formation ignores the 
establishment, extension, and improvement of agricultural properties, as well 
as certain other less important categories of agricultural investment. Most of 
this is direct investment, i.e. investment without outside finance, although it 
may be undertaken either with or without hired labor or purchased equip- 
ment, and it may be in properties producing either cash crops or subsistence 
crops. Estimates of these categories raise formidable conceptual and statistical 
problems. But the importance of a category or concept does not depend on 
the ease with which it can be quantified. Especially in the early stages of 
economic development (but not only then), when agriculture and its ancillary 
activities account for most of the national income, and more particularly at 
the stage when an exchange economy is spreading but has not yet become 
dominant, there is often much activity in the extension and improvement of 
the cultivable area through drainage and reclamation of waste, or felling and 
clearing of the jungle, or the establishment of more valuable crops. Such 
activities have frequently increased output greatly within a few years or 
decades. They are often an essential factor in economic growth at the early 
stages of the exchange economy. Their disregard vitiates much current dis- 
cussion on underdeveloped countries. The favorable or adverse effects of 
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government policy on this form of investment are perforce neglected if the 
category as a whole is ignored. 
Lewis writes (p. 226): 


The central problem in the theory of economic growth is to understand 
the process by which a community is converted from being a 5 per cent 
saver to a 12 per cent saver—with all the changes in attitudes and insti- 
tutions and in techniques which accompany this conversion. 


Apart from the problem presented by the disregard of much agricultural 
investment, this formulation is unhelpful on wider grounds also. It is not 
clear whether the author meant that the higher rate of capital formation is 
simply a characteristic of a more developed economy, in the same sense that, 
say, a lower death rate is; or that a higher rate of capital formation is one 
of several necessary conditions of development along with, say, technology 
and skill; or that it is the essential causal factor or independent variable, 
with the growth of output as the dependent variable. The first or second in- 
terpretation accords much more with Lewis’ general outlook, and also with 
some statements in the early part of his chapter on capital. But in that case 
it is misleading to single out capital formation for special treatment. It could 
equally well be said that the central problem of development is to understand 
the process by which a country which had x per cent of its labor force in 
skilled occupations comes to be one which has y per cent in such occupations; 
i.e., it amounts to saying that the central problem of the theory of economic 
growth is to understand the process of economic growth. 

Nor is it helpful to regard the rate of capital formation as the only, or 
even as the principal, determinant of the growth of income. A statistical 
association, even if it is significant, does not indicate a functional relation- 
ship; and even where there is a functional relationship the statistical associa- 
tion cannot distinguish the dependent from the independent variable. It is 
often more meaningful to say that capital is created in the process of develop- 
ment, rather than that development is a function of capital. Several major 
component elements of gross investment do not contribute to the growth of 
output, but are essentially items on which income is spent, and are thus 
dependent rather than independent variables in any functional relationship 
between capital formation and economic growth. Housing, very generally a 
major component of gross investment, is only one example. 

According to Lewis, capitalists (who may be state capitalists or wealthy 
industrialists, including companies) are the only source of productive saving; 
other classes and groups do not save or invest significantly. The capitalists 
are defined at times as recipients of profits (p. 226); at times in terms of 
income levels, when they are contrasted with recipients of lower incomes 
(p. 228); at times in terms of the activity they pursue, when they are con- 
trasted with agriculturalists and other occupational groups (pp. 227, 236-37); 
and at times in terms of sociological categories, when they are seen as people 
who seek distinction and prestige by investing in brick and steel, in contrast 
to others who seek distinction by conspicuous consumption or by trying to 
keep up with the Jones (pp. 228, 232). Some of these contrasts are some- 
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what like the division of a pack of cards into red suits and kings. Thus, the 
middle classes who try to keep up with the Jones are contrasted with the 
capitalists who invest in brick and steel. How does a small industrialist, an 
important figure in the economic development of 19th century Britain, fit 
into this scheme? Again, if capitalists are regarded as receivers of profits, 
why should they be contrasted with traders? Or how does one place a success- 
ful peasant producer who builds up a fleet of trucks for road haulage? This 
reduces to saying that only capitalists save productively, and those who save 
productiveiy are capitaiists. 

In reviewing the sources of capital, Lewis does not discuss capital creation 
by migrants who have entered the country without capital but have created 
it locally by not spending all their incomes. This category of capital forma- 
tion is indeed often overlooked, as it is the result neither of saving by the 
local population nor of the import of external capital. Yet it has been very 
important in economic development from North America to South East Asia; 
and for various reasons it is likely to be particularly productive. 


IV. Taxation in an Underdeveloped Country 


Lewis discusses at some length the methods by which governments of 
underdeveloped countries can raise revenue, especially the substantial funds 
required for government capital formation. For familiar political and ad- 
ministrative reasons much of this revenue has to be raised from indirect 
taxes, notably import and excise duties and export taxes. He argues that 
indirect taxation is more likely to increase than to decrease the supply of 
effort: 


The taxpayer usually does not know how much tax is included in the 
prices of the articles he buys, so in so far as the disincentive effect of 
taxation is psychological it can be avoided by using indirect rather than 
direct taxes. . . . If it is an increase in indirect taxation, the effect is 
probably to increase effort rather than to reduce it. As we saw in Chapter 
II, section 2 (a), people work less as the return to their effort rises, 
because they buy more leisure with increasing income. From this it 
follows that the effect of raising the tax rate must be to increase effort, 
provided that the tax in question is an indirect tax. 


He likens high taxation to infertile soil in its stimulating effect on effort 
(p. 414). 

This amounts to unwarranted disregard of the substitution effect of taxa- 
tion’ which has important implications for policy. Moreover, Lewis envisages 
high marginal rates of taxation partly through graduated income taxes, but es- 


* Even after repeated reading of the whole context (pp. 412-15) it is not clear whether 
Lewis means simply to ignore the substitution effect; or whether he argues that it will 
not operate if the taxation is indirect because of the money illusion. But the latter argument 
is not open to him because he explicitly recognizes the influence of the income effect. If 
that operates, although the taxation is indirect, the substitution effect will also operate. 
Moreover, the psychological effect of taxes is generally negligible compared with the 
effects of the resulting higher prices or lower incomes. 
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pecially through consumption taxes on luxuries and articles for which the de- 
mand increases rapidly with income (p. 403), that is articles purchased with 
marginal income. The taxation on these articles reduces the real marginal reward 
from work (compared to what it would have been without this taxation), both 
absolutely and also relatively to the average real reward. Thus the disincen- 
tive effect is likely to be pronounced, since the substitution effect between 
work and leisure is brought into play by changes in the marginal reward, 
and particularly by changes which affect the latter proportionately more than 
they affect total income. 

The substitution effect operates even if the choice is solely between work 
and leisure. But in underdeveloped countries production for one’s own or 
one’s family consumption is often a further alternative, which is important 
when the subsistence sector is large, and in some areas or activities (e.g., 
some branches of agriculture) not much less attractive than the developing 
exchange sector. In these conditions a reduction in the attractiveness of the 
exchange sector tends to reduce the supply of work (and of salable output) 
in that sector; and in underdeveloped countries there is generally a: large 
extensive margin of cultivation along which production for the market is 
not much more profitable than subsistence production. These effects are rein- 
forced still further when the people in the subsistence sector are not equally 
willing, or identically placed, to transfer their efforts to the money sector, so 
that there will be a forward-rising supply curve of effort to the exchange 
sector. 

The commodities in question are very generally the incentive goods which 
induce farmers to emerge from subsistence cultivation, to produce for the 
market, and to undertake the necessary direct investment by establishing 
and improving agricultural properties. At this stage consumption and invest- 
ment are therefore often complementary. 

Similar considerations apply to the effects of export taxes, reinforced by 
the fact that producers generally incur costs so that output and extension of 
capacity are necessarily affected by the prices received by producers.* 

The disregard of these considerations is in a sense unexpected, as Lewis 
frequently recognizes the response of producers to prices. It may derive from 
the assumptions of the model in which the subsistence (noncapitalist) sector 
is regarded as one in which there is no investment; in which the supply of 
productive effort is not responsive to new wants; in which opportunity costs 
of labor are negligible; and within which there are no forces of progress 
towards an exchange economy. There may be such economies, but they are 
certainly not typical of the underdeveloped countries most often discussed.° 


*The discussion in the text does not deal with the use of the proceeds of the taxes. 
This is intentional, as in this context this would be irrelevant since, even if the proceeds are 
used productively, it is still desirable so to collect the funds as to minimize the adverse 
effects on the supply of effort and on capital formation. 

* Lewis may not have his model in mind in this discussion; but the assumptions are not 
made clear. It is also obscure whether the taxation envisaged is confined to the urban 
population or also affects peasants producing partly for exchange. The discussion in the 
text assumes the latter, which is usually the case in developing underdeveloped countries. 
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V. Some Topics Related to the Main Theme 


Lewis covers a very wide range of topics not integral to his main theme 
but related to it, and to the resulting recommendations for policy. The very 
wide range of the book presents special difficulties to the reviewer since it is 
difficult to cover it adequately. Lewis himself may have had this difficulty, 
since his treatment is often too cursory and imprecise to be helpful. I have 
chosen a few topics both to show the range of the book and the shortcomings 
of the treatment. Most of these relate to issues of policy, but it should be 
clearly understood that my remarks are not intended as suggestions for policy. 

Lewis accepts the view that with economic progress the proportion of the 
occupied population in agriculture always declines, and that in manufacturing 
industry increases, “because the income elasticity of demand for food is less 
than one” (p. 230). The actual situation is much more complicated. The 
relation between occupational distribution and economic progress cannot be 
deduced from a simple use of the income elasticity of demand, a concept the 
application of which to the whole economy raises problems of aggregation 
which render doubtful any universal proposition about changes in its value in 
conditions of economic growth, particularly when factor prices and the dis- 
tribution of incomes also change. This is quite apart from possible gains 
through obtaining manufactures by agricultural export; and after all, inter- 
national specialization is in principle no different from interregional or inter- 
district specialization. 

Professor Lewis also writes (p. 335): “The proportion engaged in manu- 
facturing is therefore, like the proportion engaged in agriculture, one of the 
clearest indices of the degree of economic growth.” But the index is not so 
clear. For instance, Canada, New Zealand, and Sweden, all have a proportion 
of their occupied populations in agriculture five or six times that of the 
United Kingdom, yet their real income per head is greater. Again, the United 
Kingdom has an appreciably larger proportion of its occupied population in 
manufacturing industry than has the United States, but has a lower real in- 
come per head; the same applies to Italy compared to Eire. 

Lewis frequently refers to “exploitation,” e.g., of cultivators by money- 
lenders and traders; of tenai.ts by landlords; of native populations by for- 
eigners; of customers by monopolists. The term is capable of a number of 
widely different interpretations under each of these headings, and, of course, 
much more so when all these headings are taken together. Consider for in- 
stance the exploitation of producers by moneylenders, alleged by Lewis, as by 
other writers, to be widespread in underdeveloped countries. This can refer 
to the charging of high rates of gross or net interest;* to a high return on 
capital in this activity; to fraudulent practice; to the presence of monopoly, 
especially to unnecessarily high earnings or returns stemming from geographi- 


* Net, that is after allowing for expenses of administration, and for default, or delay in 
repayment. In many underdeveloped countries, especially in Africa, there is an equity 
element in loans to producers in that in case of a crop failure the loan does not have to be 
repaid. Moreover, time is often not of the essence of a contract, and even substantial delay 
in payment may not affect the total interest payable. 
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cal or institutional barriers to entry; to differences in the level of income be- 
tween moneylenders and producers; and so on. 

Without these distinctions neither the prevailing situation nor the meas- 
ures designed to alleviate the position of the cultivator can be fairly assessed. 
Moreover, the sharp contrast between the moneylender and the producer is 
often much exaggerated, since frequently the moneylenders are simply the 
more successful, resourceful, and thrifty producers. 

The activities of cooperative credit societies are contrasted favorably with 
those of the moneylender (pp. 128-29). But the cooperatives are often heavily 
subsidized by government grants or loans on preferential terms; or through 
the loan of government officers; or through official guarantee of their debt to 
banks; or through various other privileges.” In some underdeveloped coun- 
tries the societies are so greatly assisted that they are cooperatives in name 
only. This vitiates the comparison between the economic performance of these 
cooperatives and of private firms, and it also greatly reduces the educational 
value attributed to their activities by Lewis (pp. 199-200). In fact their mem- 
bers get a false idea of the risks and problems of commerce. A cooperative so- 
ciety is simply a form of business organization in which the capital is owned 
by the customers. It is a political decision how far this form of activity should 
be subsidized, but it only obscures the issue to overstate its economic per- 
formance when, as is often the case, it is subsidized. The success of the con- 
sumer cooperative movement in several European countries owes much to the 
supply of latent administrative talent in the lower middle and working classes 
who, especially in the 19th and early 20th centuries, had little access to 
managerial positions in industry, so that this talent was available cheaply to 
the cooperative movement. Precisely the reverse applies in most underde- 
veloped countries. 

In writing of the operation of the export monopolies in Africa and South 
East Asia, ostensibly introduced as stabilization measures but which have 
withheld large sums from producers, Lewis says: “In all the successful cases 
price stabilisation has been combined with taxation” (p.290). He refers re- 
peatedly to these measures but he does not state his criterion of success, nor 
does he mention their effects on output, on the extension of capacity, or on 
the distribution of the burden of taxation. Stabilization is hardly an apt term 
for prolonged underpayment of producers. But to remove any ambiguity, it 
should be clearly understood that funds cannot be used both for stabilization 
and for taxation, since if they are used for one purpose they are not available 
for the other. The distribution of the burden of this form of taxation and its 
overwhelming concentration on the rural population, especially the producers 
of a few export crops, is notable as an example of the widespread tendency, 
not often noted explicitly, that those who advocate taxation for development 
are rarely those who pay for it. 

* Lewis argues that a principal advantage of rural cooperative credit derives from the 
knowledge of the borrowers’ credit status which enables societies to lend cheaply while 
they in turn borrow at reasonable rates from commercial banks. The same possibilities 
are also open to the village moneylender, who also knows the credit status of the villagers, 
and can also borrow from commercial banks. The real point is that the cooperative so- 
cieties can often borrow cheaply because their obligations are guaranteed by the govern- 
ment or they can actually borrow from official sources. 
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The relation between landlords and cultivators, the exploitation of the cul- 
tivators and their great poverty, are also discussed (especially pp. 120-27). 
Lewis is generally hostile to landlords and envisages their partial or total 
expropriation. But it is not made clear whether he objects to the inequality 
of distribution of wealth and income; or to the consumption habits of land- 
lords; or to the cheapness of the cultivators’ labor relatively to the value of 
the land, especially of improved land. All of these may be grounds for com- 
plaint, but they raise entirely different issues. 

He suggests that the fear of political domination and of exploitation 
account for the opposition to foreign private capital in underdeveloped coun- 
tries, and for the restrictions on the movement and activities of foreigners. 
Other explanations are more likely. If people can obtain grants or subsidized 
loans from international] agencies they will perfer that source to borrowing on 
commercial terms; and the restrictions are often demonstrably examples of 
economic restrictionism designed to raise the scarcity value of the services of 
particular groups, as is obvious where they are directed against people with 
no political power. 

He rightly stresses the role of migrants in economic development, and he 
reviews contemporary obstacles to migration. In this context he writes (p. 


In addition, in the Americas and in Australia it [large-scale immigration ] 
would entail a considerable lowering of the standard of living of those 
who are already there, if it were done on a really significant scale. 


Such immigration would reduce average real income per head but, generally 


speaking, not the average standard of living of those already in these coun- 
tries. As long as the immigrants receive their marginal product only, the 
average real income of those already in the country will rise, except in the 
very special case of a resulting disproportionate adverse effect on the terms of 
trade. 

Lewis also suggests (pp. 199, 349) that in countries where there are few 
entrepreneurs a greater burden falls on the government in promoting develop- 
ment, especially industrialization. But if the economy is deficient in this skill, 
why should a supply be available to the public sector? 


VI. Concluding Comment 


The book fails in its principal purpose, especially in its aim to serve as a 
basis for policy. The broad-brush technique neglects distinctions without 
which it is not possible to frame or assess meaningfully particular measures of 
policy. 

The greatest value of the book is to professional economists, chiefly because 
of some of the penetrating suggestions in Chapter 5, and its coverage of an 
immense range of subjects bearing on development. A book can be very im- 
portant and valuable in spite of shortcomings; and Lewis’ book is an out- 
standing instance. The inherent importance of the principal theme, the force- 
ful reasoning with which its is developed, the excellent style and the wealth of 
topics covered will ensure that the book will be read by all seriously interested 
in the subject. 


COMMUNICATIONS 
The Program of the American Economic Association Meetings 


In the programs of the annual meetings of the American Economic Associ- 
ation for the five years 1950-54, persons from the economics departments of 
fifteen academic institutions delivered 114 out of a total of 210 papers, or 
54.3 per cent. When papers delivered by people outside the academic field are 
excluded it is found that of the 156 papers originating in colleges and uni- 
versities these fifteen institutions were responsible for 73.1 per cent. 

Table I shows the origin of the 210 papers delivered at the five annual 
meetings, 1950-54. 


TaBLe I.—Parers DELIVERED AT AEA ANNUAL MEETINGS, 1950-54 


Type of Institution No. of Papers No. of Institutions 


Business firms and trade associations 14 


Governments and quasigovernmental organizations 24 
Economic research institutes 13 


| 
Unattached 3 
| 


Colleges and universities | 156 


Total 210 


Table II shows the dominance among educational institutions of the fifteen 
academic institutions originating more than two papers each in the five-year 
period. 


TABLE IT.—DIstTRIBuTION OF PAPERS ORIGINATING IN COLLEGES AND UNIVERSITIES 
AEA ANNUAL MEETINGS, 1950-54 


| Per Cent of Papers Origi- 
nated by Colleges 

| No. of Papers | and Universities 
| 


15 institutions originating more than 2 papers | 114 73.1 
32 institutions originating 2 papers or less 42 26.9 


Total 156 100.0 


The “Big 15” schools are not concentrated in any one section of the coun- 
try, and, surprisingly, schools like Johns Hopkins, Princeton, New York Uni- 
* These and subsequent figures were obtained by making an analysis of the papers 


published in the Proceedings of the annual meetings of the American Economic Associa- 
tion, 1950-54. 
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versity and New School for Social Research are not included. The full list of 
the “Big 15” is given in Table III. It is interesting to note that among the 92 
persons delivering the 114 papers were persons who also served as discussants 
on 22 occasions in the five-year period. 


TABLE III.—Firreen UNIVERSITIES ORIGINATING MORE THAN Two Papers, 
AEA ANNUAL MEETINGS, 1950-54 


Institution No. of Papers No. of Persons 

Harvard University 21 17 
University of California 14 11 
University of Chicago 13 13 
Columbia University 10 ) 
Yale University 10 7 
University of Michigan 8 7 
Northwestern University 7 6 
Duke University 6 3 
Stanford University 6 5 
University of Pennsylvania 4 4 
Massachusetts Institute of Technology 3 3 
University of Minnesota 3 3 
University of Virginia 3 2 
University of Wisconsin 3 3 
Wayne University 3 2 

Total 114 92 


Only a few organizations outside the academic field were able to reach the 
“more than two papers” category. They were the Brookings Institution, RAND 
Corporation, National Bureau of Economic Research, Council of Economic 
Advisers, and Federal Reserve Bank of New York. The Brookings Institution 
originated five papers and the others originated three each in the five-year 
period. 

There was a substantial amount of duplication by individuals from the 
“Big 15” universities. Sixteen persons delivered two or more papers, account- 
ing for a total of 37 of the 161 papers originating in colleges and universities 
(23 per cent). These sixteen scholars also served as discussants 6 times. Two 
of them delivered as many as four papers each in the five years; the full 
staffs of only eleven of our colleges and universities did as well or better. 

There was an almost complete absence of papers from the nation’s liberal 
arts colleges, where the economist is more likely to have a broad approach to 
his subject instead of emphasizing the intense specialization characteristic of 
the large graduate schools. Only six such colleges were represented, account- 
ing for eight papers (less than four per cent). The small number of colleges 
and universities represented—only forty-seven in five years—in a nation 
equipped with several thousand is very striking. 

The foregoing data might be explained on the grounds that the large uni- 
versities provide their staff with more time for research, assistance of various 
types, and graduate students to dig up data. It would follow that people at 
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such institutions would be discovering more, have more time for reflection, 
and consequently be able to produce more than economists in a less favorable 
environment. It might also be argued that the large universities select the best 
from the profession, and it should be expected that such people would have a 
better performance record than others. 

It is the feeling of this observer, however, that the methods of selecting 
speakers are inadequate. The chairmen of the various sessions have no way of 
learning, aside from hearsay, what economists outside the large universities 
are working on; and people working in a particular field have no way of 
learning what subjects are to be taken up in the next year’s meeting or who 
the chairmen of the sessions will be. In the absence of an effective clearing 
house it is small wonder that there is a tendency for the chairmen to stick 
close to home, to ask people whom they know to deliver papers, to promote 
the interests of graduate students who are refining some of the chairman’s 
ideas, and in general to create the kind of situation that has tended to prevail 
in the Association’s recent meetings. 

In the pre-1940 days when the Association was much smaller than it now is, 
when there were fewer graduate schools, when contacts within the profession 
were closer, the present method of selecting speakers may have been ade- 
quate. But times have changed; since 1945 more doctoral degrees in eco- 
nomics have been granted than in the entire period before 1945, and many 
economists without Ph.D.’s have become members of the Association. 
Nowadays, too, many colleges and universities other than the “Big 15” 
encourage research by their faculties, and much worthwhile applied research 
is being done in government, industry and banking. It is difficult to keep 
track of it all. Better methods of organizing the annual meetings seem to be 
called for, in order to broaden the participation base. 

One possible solution would be to publish a list of topics to be discussed 
at the next annual meeting of the Association as soon as possible after the 
December meetings, with a list of chairmen, inviting members of the Associ- 
ation to submit summaries of proposed papers. The chairmen could then con- 
tact the people with the most promising prospectuses. 

An alternative would be for the Association to maintain a clearing house 
to which members might send summaries of proposed papers for the chairmen 
of future sessions to consult in making up programs. Both of these devices 
could stimulate the completion of research and writing projects that other- 
wise might be indefinitely delayed, as well as substantially widening the 
choice of speakers. 

It might also be feasible to devote several sessions to contributed papers, as 
is done by the Institute of Mathematical Statistics and the Econometric So- 
ciety. 

At any rate, if the goals of the Association are to be achieved and knowl- 
edge and understanding of economics are to be extended, a broader approach 


to organizing the annual meetings would seem to be called for. 
DANIEL R. FUsFELD* 


* The author is assistant professor of economics at Michigan State University. 
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Comment 


I can only agree with Professor Fusfeld that it would be desirable if econ- 
omists from the smaller colleges shared more fully in the programs of the 
American Economic Association. The problem is how to accomplish this. 
Simon Kuznets attempted to solve this problem by having his executive com- 
mittee write letters to department heads in their parts of the country asking 
for names especially of young economists who were working on subjects that 
might fit into the 1954 program. He turned over to me the letters he received, 
and I have turned them over to President Witte. I got some usable suggestions 
from them. But only a small fraction of the wide range of subjects proposed 
could be fitted into one year’s program if this program was to have structure 
and coherence. Fusfeld’s proposals mostly do not fit very well into the process 
of program-making as now followed by presidents of the Association. Not 
many of the individual session programs are now being actually farmed out 
to chairmen chosen in advance. Rather the president calls on members of his 
executive committee and others to help him with particular sessions. In this 
way he is informed all the time as to who is considered for each session, and 
can avoid duplication of persons and subject matter. 

Of course the fundamental issue is whether the objective is primarily 
to obtain a good analysis of a set of important subjects or to give as many 
as possible of the economists of the country a chance to participate in the 
program. Most would agree that the first should be the more determinative. 
The final choice of the subjects should, however, depend in part on who is 
available to handle them effectively. 

Not only does Fusfeld need to do some more exploring of this subject, but 
other members of the Association need to take a hand in it. How can the pro- 
gram-makers be made better informed as to economists able to raise the level 
of the programs if given a chance? 

Joun D. Brack, Past President 
American Economic Association 


Comment 


Since Professor Fusfeld’s statistics were derived from the printed proceed- 
ings of the American Economic Association, I suspect that his statistics over- 
state the predominance of a relatively small number of individuals and col- 
leges on the programs of the annual meetings. The many joint sessions with 
related associations are far less subject to the charge of oligopoly. 

In the last few weeks in which I have been working on the program for the 
Cleveland meetings in December, I have come to realize that at least all 
recent presidents have earnestly sought to make the programs as representative 
as possible; but I have also come to see more clearly the great difficulties in 
doing this. 

The American Economic Association has nearly 8,000 members, more than 
half of whom reside in what might be called “the Northeastern part of the 
United States.” Every program must have on it members who are sure to 


646 THE AMERICAN ECONOMIC REVIEW 


attract large audiences and most of these are connected with a small number 
of major institutions. The fact that nearly all fields of specialization among 
economists have their own affiliated organizations which present programs 
of their own has tended toward a predominance of economic theory in the 
programs for which the American Economic Association alone is responsible; 
and there is a greater predominance of the theorists in the large institutions 
than in the entire membership. 

Like my predecessors, I am making an earnest attempt to get a fair dis- 
tribution on the program as between geographical regions, colleges, age 
groups, fields of specialization, and points of view. I have had many sugges- 
tions from members for programs and participants who should be included. 
Unfortunately many of these are not at all specific and others do not relate 
to the central theme I have selected for the Cleveland meetings, that of “Re- 
cent Institutional and Ideological Changes and Their Implications for Eco- 
nomic Theory and Policies.” 

By the time this note is published it will be very late to give a place on the 
Cleveland program for further suggested participants and subjects. But sug- 
gestions from members are still welcome. If I cannot use them I will pass 
them on to my successor, just as preceding presidents are helping me. Help 
from members is vital to make the programs more representative without 
lowering their quality. 

Epwin E. Wi1Tte, President 
American Economic Association 


Obsolescence and Technological Change: Comment’ 


An important problem in the general field of economic development is that 
certain economies or regions, after experiencing a considerable development, 
appear to falter and be overtaken by other economies, even where the latter 
come from an initially much more backward position. The classic case is the 
surpassing of the British economy by the United States and Germany in the 
late 19th and early 20th centuries. The importance of a correct interpretation 
of this type of phenomenon is so great, both for the purposes of historical 
interpretation and for social policy, that we are indebted to Professor Marvin 
Frankel for his useful classification of causes.? His own analysis, which deals 
with “effects attributable to sunk costs . . . ,”* can be conceived as an attempt 
to reconcile the view held in common by Veblen, some economic historians 
and many financial journalists, that an older country or region is handi- 
capped by the presence of obsolete capital equipment, with the alternative 
view implicit in orthodox firm theory, that an entrepreneur in an older economy 
is as free to shift to new equipment as in new economies. The clue to this 


* The author is indebted for valuable suggestions on the subject of this comment to his 
colleagues at the University of Washington, particularly M. David Morris, George Murphy 
and Arnold Zellner. 

? “Obsolescence and Technological Change in a Maturing Economy,” Am. Econ. Rev., 
June 1955, XLV, 296-319. 

* Ibid., p. 297. 
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reconciliation Frankel finds in the concept of “interrelatedness.’* This note 
will attempt first to show that, although interrelatedness is a real and perhaps 
hitherto unduly neglected aspect of the capital equipment problem, it cannot 
be validly used to prove the penalties of early industrial leadership. Secondly, 
it will suggest the sufficiency of alternative explanation for the phenomenon 
Frankel seeks to explain through interrelatedness. 

To show that “sunk costs” even accompanied by interrelatedness cannot be 
considered a handicap, let us imagine an old industrialized region, A, along 
with another region, B, in the very process of industrializing with more 
modern equipment. To abstract from other effects, let us further imagine 
that the old, interrelated and technically obsolete industry in region A is con- 
trolled by an ideally efficient management, and that there are no divergences 
between social and private profitability. Now also assume that A’s industry 
is obsolete in the sense that if it were to be built today it would be built 
differently, but has some economic value since the improvements have not 
been sufficient to make it worthwhile to replace. Since if A did replace, 
A and B would clearly be on the same footing, the fact that in our case A 
could renovate and yet chooses not to on rational grounds, is indicative of her 
relative advantage. This conclusion follows regardless of interrelatedness.°® 

Superficially region A may appear to be in a bad way. If the innovation is 
labor-saving then output per man-hour in this industry will be less than in 
region B, and hasty observers of this statistic (for one industry) may be 
expected to view with alarm. But this obsolete equipment cannot itself be a 
handicap save in the trivial sense that it would be better if it could be re- 
placed at no capital cost. For while the industry in A has higher labor costs, 
it has lower capital costs. The capital goods industry which in B is equipping 
the new industry is available in A for adding equipment (and increasing labor 
productivity) in other industries. Paradoxical though it may appear, under 
our present assumptions the persistence of the technically obsolete equipment 
with its lower labor productivity (in that industry) is required by economic 
efficiency and may indicate relative economic advantage. (Of course, it may 
also indicate a disadvantage for other institutional or environmental 
reasons. )® 

It is also true that the industry in A and possibly the whole of region A 


*“Tnterrelatedness” refers to the fact that real capital may be made up of a number 
of components such that they cannot be replaced separately, but only on an all-or-nothing 
basis. 

*I am presuming that when we speak of a “handicap” of industrialization, we mean a 
handicap relative to some other possible situation; either the situation of the same country 
had it not industrialized or the situation of another nonindustrialized country. An 
economy is not handicapped in a meaningful sense merely because it is possible to 
imagine a more advantageous situation for it. 

*There is one possible though unlikely qualification to the generalization that existing 
equipment cannot be a handicap. If the old equipment is to be replaced, and if, for some 
reason, it cannot be simply retained or changed over, but must be demolished at a real 
cost; then, in the absence of salvaged materials of some value, it could be truly said that 
the mere existence of this equipment is a disadvantage. Moreover, this disadvantage may 
be due to the increased obsolescence caused by interrelatedness. 
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may be worse off than it had been before region B industrialized. If the in- 
dustry in region A previously had markets in A, B, and other areas to itself, 
then the new competition may lower prices, incomes and capital values. The 
region may lose some of the advantages that it had expected would continue 
and its income may fall to a lower level. But this does not constitute a burden 
due to earlier industrialization or due to the existence of the obsolete equip- 
ment. For had the earlier industrialization not taken place, and were the 
obsolete equipment not in existence, the existing level of real income would 
be lower still. The burden is the new competitive situation and its causes, 
environmental or institutional. Rather than inquire as to why the new com- 
petitive situation has arisen, why the industry originally domiciled in A is 
now growing in B, and why, therefore, the industry in A has fallen on leaner 
days, superficial observers may point to the obsolete capital equipment as the 
cause. It is the effect of the difficulty, not the cause." 

Before departing from these assumptions, one particular case should be 
indicated in which it would be legitimate to say that a region has suffered 
from an early industrial start, and that this hardship is due to interrelated- 
ness. As Frankel has thoroughly demonstrated, interrelatedness increases the 
likely rate of obsolescence. Suppose in a particular case the increased cost due 
to this increased obsolescence was not foreseen at the time the investment 
was made, Suppose, secondly, that the investment was close enough to the 
margin of profitability so that, had this increased obsolescence due to inter- 
relatedness been foreseen, it would have lowered the expected rate of return 
below the critical level and caused the investment plans to be abandoned. 
Since in fact this increased obsolescence was not foreseen the investment has 
turned out to be uneconomic. The early industrialization was a handicap in 
the sense that it wasted capital resources at that time. It is still true that the 
mere existence of the inefficient interrelated equipment at the present time is 
not a current handicap compared to any other region. Of course, all this is 
only a logical possibility. In the case of Britain surely the major part of the 
critical investment during its industrialization was economic despite all sub- 
sequent obsolescence, and this conclusion is strengthened when we consider 
only the increased obsolescence due to interrelatedness.*® 

The second part of Frankel’s argument requires that we change our as- 
sumptions. We revert back therefore to the realistic world from the assumption 
of absolute management efiiciency. Frankel’s argument is that interrelatedness 
may exist not only among the physical components of the productive process, 
but also between these physical components on the one hand, and institutional 


* By abstracting from new entry in the old region Frankel avoids the really significant 
question as to why the old firms have to meet competition from new firms in the foreign 
region only. 

* Except in the highly unlikely case suggested in this paragraph, Frankel’s conclusion 
that interrelatedness “under usual conditions can have distorting influences upon costs, 
prices, competitive strength, income distribution and future rates of growth .. .” which 
constitute a “real penalty . . . for . . . early industrial leadership,” is highly misleading 
as to the true nature of the cost of obsolescence. It would be more accurate to say that 
like all components of investment cost—like the original labor cost, say, of the equipment— 
obsolescence affects, not distorts, these variables. 
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aspects of the industry’s technology on the other. Thus the labor skills, 
managerial know-how and administrative organization may be adjusted to 
the old equipment and difficult to change, 

A particularly acute form of this blending occurs where the different com- 
ponents of an interrelated process have separate owners. In these circum- 
stances, faced with an innovation in one component, the firms have three 
alternatives. They may (1) remain separate but through price adjustments 
be induced to switch over their equipment; (2) one firm (not necessarily 
the owner of the obsolete component) may buy out or compete with his 
previous customers and suppliers; or (3) they may do nothing, Frankel 
suggests that the first may not occur because the gains must be great to be 
spread, while the risks devolve upon the innovator alone. The second will 
not usually occur because the potential integrator may be handicapped by 
lack of knowledge, uncertainty, lack of financing or pre-emption of the field 
by others. So Frankel concludes that “not least likely” is the third case. Since 
the innovation “would require solution of problems external to the firm, the 
firm might justifiably disregard it, just as it disregards all those events to 
which it has no power to adjust.’ 

But the question is not whether in actual fact, with interrelatedness or 
without it, innovation is performed by errorless mechanical maximizers in an 
economy with perfect flexibility of prices and fluidity of labor and capital. 
By comparison with such models any actual economy operates with institu- 
tional rigidities and want of enterprise. Again, as in the case of sunk costs, 
the fact that it is easy to imagine a better situation constitutes no valid 
argument for the view that an economy is handicapped. Because Frankel 
discusses the difficulties of the mature industrialized economy alone, he 
suggests this irrelevant comparison. The real question is whether the mature 
industrial economy is handicapped by comparison with others. Are the insti- 
tutional rigidities that obstruct economic adjustments more effective in a 
mature industrial economy than they would have been if it had continued 
in its previous state? More important, are they more effective than in its 
pre-industrial neighbor? 

Once the question is put in this perspective it is probably obvious that 
the industrialized economy has a substantial institutional advantage. Con- 
sider the older industrialized region A with obsolete plants and patterns of 
ownership, and with labor and management resistant like most humans to 
disturbing changes. But on the other hand, region B perhaps has a largely 
peasant economy with handicraft manufactures controlled by mercantile 
interests. In these circumstances interrelatedness, particularly that between 
habits of thought and techniques, is likely to be a much more powerful 
handicap to innovation in B. Again, A’s innovators (perhaps in old estab- 
lished firms) may have difficulty getting sufficient liquid capital from depre- 
ciation reserves, or overcoming the doubts of the controllers of the financial 
institutions that mobilize the wealth produced by A’s early industrialization. 
However, surely capital-raising is far more difficult in pre-industrial B with 


® Ibid., p. 310. 
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less wealth, no depreciation reserves, and less-developed financial institu- 
tions.*” It should also be remembered that whatever general difficulties can 
be imagined in the integrating of old facilities, there are endless examples of 
such integrations being effected in mature industrialized economies, with or 
without the assistance of financial markets. 

By way of conclusion, I should like to suggest that a sufficient explanation - 
for the particular case Frankel wishes to explain may be found in the en- 
vironmental factors—relative natural resources, and the position of the 
economy in the external market.'* To begin with, to some extent the “stagna- 
tion” of the British economy is an appearance created by comparisons with 
Germany and the United States. Once the industrial techniques had spread 
it was inevitable that the growth of economies with larger populations and/or 
raw material bases would create the illusion that the originally industrialized 
country was stagnating.'* 

While it is no doubt true that particular industries in Britain have actually 
experienced a decline, the explanation will be found in all probability in the 
environmental reasons rather than in the facts of interrelatedness, techno- 
logical or institutional.’* In the British coal industry, for example, the rela- 
tive lack of rich resources is obviously a fundamental handicap. In cotton 
textiles, the situation is only slightly more complicated. The comparative ad- 
vantage given this British industry during the first half of the nineteenth 
century was essentially transient. As Britain entered the upward spiral of 
more saving, more capital, more income and more saving, she became, for- 
tunately of course, a high-wage economy. But as it turned out, when the 
techniques had spread, the nature of this industry gave low-wage countries 
a comparative advantage. Even in low-income societies there is a large 
domestic market for textiles. With small capital requirements and little 
skilled labor needed one would hardly expect cotton textiles to be an industry 


* Of course, it could be argued that the gains in a more primitive economy being greater, 
the risks are less and the capital less hesitant. But this being true for a particular industry 
only indicates A’s over-all advantage, since the same capital resources, as mentioned above, 
can be devoted to other industries. 

" Frankel, I am sure, would not deny the significance of the environmental factor as 
a partial explanation of the British case, although I presume he would object to my 
suggestion that it is sufficient. In this note it can be no more than a suggestion. 

*TIt should be unnecessary to point out that German per capita output has not as 
yet surpassed that of Britain despite a resource picture which, if anything, favors the 
former. In the United States the resource pattern is enormously superior, and we do not 
have any evidence that over-all per capita output has not been superior since colonial 
times. 

*T am fully conscious that the paragraph that follows in the text is no adequate substi- 
tute for serious industry analyses. 

“Tronically, the British themselves seem to believe that difficulties in coal stem, at least 
in part, from inefficiency. Thus it seems to be agreed between the two major parties, 
that nationalization was necessary because the industry was “inefficient.” In this, Labour 
probably claimed too little while the Conservative Party granted too much. “Inefficiency” 
as it happens to strike particular industries constitutes a bad argument in favor of a 
general theory of socialization or private enterprise. Surely the fact that this “inefficiency” 
struck a significant majority of all coal mines, while it appears to leave unscathed the 
majority, say, of chemical plants, suggests that something more profound is at work. 
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in which the British would continue to hold a comparative advantage.’’ Just 
as the existence of obsolete equipment in a particular industry may indicate 
an advantage for a region as a whole, so the high-wage difficulties of the 
British cotton textile industry indicate the same. In both cases the resources 
have more productive alternative opportunities.*® 

In the belief that difficulties are caused by obsolete sunk capital due to, 
or together with lack of entrepreneurship, much capital equipment may be 
invested in faltering industries. There is some evidence that such waste has 
been encouraged by official policy toward the British cotton textile industry 
for example.’? If, instead, the difficulties are the result of a variety of en- 
vironmental factors, wiser policy would dictate a shift of capital and labor 


“To speak of cotton textiles as a single industry vastly oversimplifies the picture. For 
higher quality cotton products the situation may be different. But for the greatest part of 
the 7 billion square yards of cloth that Britain exported in 1913 (out of an output of 
8 billion) her advantage was bound to disappear. Tariffs have been another external 
factor. I am interpreting “environmental” as including the configuration of world markets 
and supplies over which a particular region has no control. 


“There is ample evidence that the British cotton textile industry has kept informed 
of technical progress elsewhere. The United States Productivity Team Report on The 
British Cotton Industry (London, 1952) concludes: “Three weeks of mill visits and inter- 
views convinced us that the cotton industry in Lancashire lacked no technical information 
that would increase productivity. Reading the reports by, and talking with members of, 
the British missions which had visited the U. S., India, Japan, Sweden, Italy, and the 
machinery fairs on the Continent proved to us that they had the world’s technical informa- 
tion at hand. Our visit to the Shirley Institute (British Cotton Industry Research Asso- 
ciation) showed us that it was equipped to undertake to solve any technical problem 
referred to it by members of the industry” (p. 8). The fact that an industry suffering 
from a Veblen-type backwardness in mental habits would probably not know or care for 
foreign missions or research institutes suggests that something further may be at stake 
when technical information is not applied. While advocating re-equipment the Team 
did find that: “Hypothetical cases based on assumptions as to rates of depreciation for 
new Lancashire looms at present-day replacement costs and new automatic looms com- 
pared with partially or fully written off Lancashire looms always seemed to come out on 
the side of retaining the old” (p. 26). 

Moreover, it is not sufficient to show that with best practice there is a margin of profit 
available for innovation. Management everywhere requires a substantial margin for un- 
certainties, etc., before making new investments, and in any industry with a large number 
of firms, “best practice” by definition will not be attained by all. What must be shown 
is that, faced with roughly the same margin of profitability, the British cotton industry 
has failed to innovate where another (British or foreign) industry has done so. There is 
no evidence in the Productivity Report that such is the case. 

* The complexity of the cotton textile industry makes it difficult to say with certainty 
that such is the case. Britain may still have a comparative advantage in exporting particu- 
lar cotton specialties. On the other hand, it may be significant that appeals to the industry 
have been couched in terms of national rather than individual profitability. In the absence 
of a compensating divergence between marginal private and marginal social profitability 
this would indicate waste. It is true that the fixed price of foreign exchange probably 
understates its social value, but this would not indicate the desirability of investment 
in cotton textiles as opposed to other export industries. 

It may, therefore, be just as well that the price system apparently has been stronger 
than such exhortations. New capital does not appear to have been invested in the industry 
to the extent of the government’s wishes, and management has complained of the “short- 
age” of labor due to the attractiveness of other industries. Cf. The British Cotton Industry, 
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resources to other industries. It is clear that in investigations of the pro- 
ductivity problems of this industry the issue has usually not been explicitly 
raised, and in some cases, the opposite has been assumed.** In a world where, 
on the one hand, the low-wage countries such as India and Japan are 
dominating the export market in cotton textiles, and where, on the other 
hand, the British shipbuilding industry, for example, is losing orders due to 
lack of facilities and long delivery dates, to give official encouragement to 
the investment of scarce capital resources in the cotton textile industry may 
require some second thoughts. Correct policy in these matters is dependent 
upon correct answers to the issues that Frankel has raised. 
Donatp F. Gorpon* 


“ Cf., for example, The British Cotton Industry, pp. 4 and 8. 
* The author is assistant professor of economics at the University of Washington. 


Reply 

Professor Gordon’s comments are directed toward two points. The first 
concerns the nature of the handicap which interrelatedness imposes on an 
economy. The second involves the causes of the apparent backwardness of 
certain British industries. Let us take up these points in turn. 

It is Gordon’s position that “sunk costs,” even accompanied by interre- 
latedness, cannot be considered a handicap. He contends that if the older 
economy (A) did replace its obsolete capital, it would be on the same footing 
with the younger economy (B). Since it chooses not to replace on rational 
grounds, i.e., since it prefers its present situation, obsolete capital and all, 
that choice may indicate an advantage over B. Relatedly, the persistence of 
technically obsolete equipment may be required by economic efficiency. Where 
this is so, such equipment must be regarded as an advantage, not a liability. 

Sidestepping for the moment the question of the significance of interrelated- 
ness, these contentions are correct. Indeed, my article says nothing to the 
contrary. Directly or by implication it recognizes the same points,’ and these 
points are entirely consistent with the main propositions developed in the 
article. 

A restatement of a part of my argument in somewhat different form may 
clear up the trouble. Consider two economies, A and B, identical in all 
respects but one. A has some rather ancient plant and equipment in use, 
while B has no capital stock at all. Is A better off or worse off because of this 
circumstance? Ordinarily, some equipment, even old equipment, is better than 
none. Moreover, with technological change A has open to it an alternative 
denied to B: It can continue with its old equipment, or any portion of it, if 
cost analysis indicates that solution to be the economic one. The presence of 

* They are, in part, explicitly recognized in the last paragraph beginning on page 300, 
and in footnote 37, page 311. They are implicit in the development in Part I on innovation 
criteria. If, by these criteria, it is not profitable to replace, the industry or economy must 
be better off economically to continue with its old equipment, and this old equipment 
may give it an advantage over another industry or economy which has very little capital 
stock, old or new. 
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obsolete capital is therefore no handicap. A is better situated than B. 

Changing the situation slightly, suppose now that the various components 
of A’s plant and equipment are affected by interrelatedness, so that no one 
one of them can be replaced without replacing the others. With technological 
change, A still has an alternative not available to B, and its decision whether 
to replace or not continues to be governed by economic criteria. But now A 
can replace only on an all-or-nothing basis. It no longer will respond to minor 
improvements, but instead will wait until their cumulative impact warrants 
wholesale replacement. In these conditions, A is not as well off as it originally 
was. 

In neither the first nor the second situation would it be appropriate to refer 
to the presence of obsolete plant and equipment in A as, in itself, a handicap. 
But it is entirely appropriate to distinguish the two situations from each other 
and to note the difference which interrelatedness makes. 

Consider next a second pair of examples in which the initial situation dif- 
fers. Economy A is relatively mature, with a substantial capital stock, much 
of which, however, is antiquated in the technical—though not necessarily in 
the economic—sense. Economy B is relatively young, but notwithstanding 
possesses a larger and more modern capital stock than A. Such are the present 
respective positions of Britain and the United States. A’s over-all position 
clearly is inferior to B’s and, with technological change, A no longer possesses 
an alternative denied to B. Yet A still is better off with its antiquated capital 
stock than it would be without it. For without it, A’s range of choice would 
be more limited than it is. 

Again changing the situation slightly, suppose that the various components 
of A’s ;lant and equipment, but not B’s are affected by interrelatedness.? A 
still is better off than it would be without its capital stock. For it can do 
no worse than start from scratch, and its capital stock does not prevent it 
from doing that. But its position now relative to B’s is worse than before, since 
it now has even less flexibility than before in implementing a modernization 
program. A certain amount of replacement which would have occurred in the 
absence of interrelatedness will not now take place. In explaining A’s failure 
to introduce new techniques our catalogue of answers would have to include 
interrelatedness. 

In sum, in both sets of examples interrelatedness makes a strategic dif- 
ference. In the first, it contributes to a reduction in A’s advantage over B, and 
in the second to an intensification of its disadvantage. In view of this, to 
describe the presence of interrelatedness as a handicap seems to me entirely 
legitimate—as legitimate as it is to refer to the presence of institutional 
obstacles to modernization as a handicap. 

Where an industry in mature economy A encounters competition, at home 
or in third markets, from an industry in its younger rival B, Gordon main- 
tains that “superficial observers may point to the obsolete capital equipment 
as the cause.” Indeed they may. But more perceptive observers might give 


* Reasons why interrelatedness may affect A more seriously than B were covered in 
the article. 
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their attention to the presence of interrelatedness—as distinct from the mere 
presence of obsolete capital—as a factor of consequence in the situation.* 
Because of it the industry in A cannot modernize its plant and equipment so 
easily or rapidly. Without it the industry in A would face a less serious obso- 
lescence problem. Such observers would recognize that the process by which 
firms and industries adjust to the heavy obsolescence associated with interre- 
latedness can be complex, uneven, and painful, with significant repercussions 
for costs and prices.‘ Even without competition from B, interrelatedness would 
act adversely on A by restricting its (economic) alternatives in capital 
programming.® 
Much of Gordon’s argument is based on his preoccupation with a question 
treated only incidentally in the article, namely, “Is a relatively mature 
c economy that is affected by interrelatedness worse off than it would be had 
a the industrialization process been postponed?” Literature in the develop- 
: ment field has given little attention to this question, for it is not a very 
interesting one to ask. Instead relevant inquiry has concerned itself with 
delineating the elements strategic to the development process and, in con- 
trasting this process in two or more countries, with the significant differ- 
ences—environmental, institutional or (if we may) technological—between 
them. When we refer to some particular factor as handicapping A, whether 
relative to B or not, we do not mean that A would be better off in her pre- 
industrial state. Nor, when we are comparing A to B, do we ordinarily mean 
that because of the factor in question, A’s over-all position necessarily is 
inferior to B’s. We mean simply that the factor makes a difference to A’s 
position and must be taken into account. 
An elementary analogy may be helpful here. Suppose we are comparing 
the abilities and aptitudes of an older man (A) with a younger man (B). 
Suppose further that because of his mature years, A is a victim of arterio- 


* An analogy may help us to appreciate the significance of the distinction. For “obsolete 
capital” substitute “level of income” and for “interrelatedness” substitut.: “income tax.” 
Suppose A must pay the tax to some external agent, while B escapes untaxed. To observe 
that A is burdened by its level of income, whether before or after the tax, plainly would 
be incorrect. But it would be quite accurate to state that A is burdened by the tax. 
ie This is so regardless of A’s level of income relative to B’s, and regardless of whether A 
my and B are being compared. Gordon mistakenly fixes his critical attention on the level 
of income and so manages to overlook the effects of the tax. 
*This is a more accurate statement than the one which Gordon criticized in his footnote 
8. But I doubt that the original formulation was in fact, as he claims, “highly misleading.” 
* The obsolescense problem also would remain, though, depending upon whether compe- 
tition were present within A, it might not be manifest. In his footnote 7 Gordon expresses 
concern that, in one set of illustrations, I avoid the “really significant” question of why 
old firms face competition in the new region but not at home. Competition is only one 
of many factors that condition the influence of interrelatedness. In referring to industries 
and regions, as the illustration did, it proved convenient and useful to abstract from 
interfirm behavior (in both the old and the new regions, not just the old one as Gordon 
implies). The abstraction does not overlook this essential point: that whatever the state 
of competition within A, contact with B is more likely to sharpen than reduce it in 
third markets and at home and so generate the effects described in the article. Where, 
moreover, the underlying reference of the argument is to Britain and America, it surely 
is not unreasonable to suppose only limited competition within the older country. 
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sclerosis. In pointing to this fact as relevant for A’s performance we do not 
imply that he would be better off had he never been born or had his growth 
processes ceased at the age of seven. Neither do we imply that others of 
his attributes, certain of which might also result from the ageing process, 
may not compensate fully or more than fully for his sclerotic condition. Nor 
do we imply that B may not be a victim of certain diseases of youth that 
are possibly more serious than A’s affliction. We mean merely that this af- 
fliction is a distinguishing feature in the comparison and, along with others, 
one to be reckoned with in any over-all evaluation. 

If, instead of specifying our diseases, we obliterate distinctions and refer 
to disease in general, then we may find that both A and B are diseased and, 
perhaps, B more so than A. Thus Gordon, in his remarks about external in- 
terrelatedness, generalizes the phenomenon to embrace a multitude of insti- 
tutional obstacles to change and then concludes that interrelatedness may 
be even more severe in a young or underdeveloped economy. When defined 
in this way, it surely may.® But satisfactory explanations must rest upon 
meaningful distinctions. 

On the question of whether a mature economy with interrelatedness would 
be better off to have delayed its industrialization, the views expressed in my 
article are fairly clear. Of Britain it is observed that the consequences of 
interrelatedness constitute a penalty for her early industrial leadership.’ “This 
is not at all to say the British would have been better off could they have 
postponed their march to industrialization. . . . But surely it is reasonable 
to prefer the faster innovation, lower costs and higher returns which inter- 
relatedness prevents to the slower innovation, higher costs and lower returns 
which it causes” (footnote 36). 

Of the suggestion that a sufficient explanation of British “backwardness” 
is to be found in environmental factors, only a little needs to be said. When 
is an explanation sufficient? Where, as so frequently happens in the natural 
sciences, one seeks to predict the outcome in a well-defined, localized and 
controllable situation, there is no advantage in relying on a more elaborate 
theory than is necessary to account for the facts; rather there is a virtue 
in employing the simplest hypothesis that will do the job. Here the term 
“sufficient” has a definite meaning. But in accounting for complex and 
changeable economic or other social phenomena, where conclusive testing 
of hypotheses rarely is possible, we ordinarily must settle for explanations 
which are reasonable and are consistent with the facts. There can be no such 


* Treatment in the article of the role of institutional factors in relation to interrelatedness 
was directed to showing how they blend with and re-enforce what is primarily a techno- 
logical factor—one associated with the use of large quantities of plant and equipment. 

*Gordon cites one case where he feels it would be legitimate to say that, because of 
interrelatedness, a region has suffered from an early industrial start. However, he concludes 
that “the mere existence of the inefficient interrelated equipment at the present time is not 
a current handicap.” Unfortunately, his emphasis is again on the capital stock itself 
rather than upon interrelatedness. He thus overlooks the fact that, were it not for inter- 
relatedness, a more advantageous current allocation of resources could occur, so that a 
larger output could be obtained with a given quantity of resources or the same output 
with a smaller quantity. 
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thing as a sufficient explanation which arbitrarily excludes supplementary 
hypotheses that are both reasonable and in no way contradictory to it. 

Environmental factors such as Gordon reviews must be recognized in 
any general explanation of Britain’s industrial position. But they do not 
pre-empt the field. No explanation can be general that ignores institutional 
factors,® and, where it is relevant, the technological factor as well. Moreover, 
there is, in Gordon’s environmental account, nothing contradictory to comple- 
mentary explanations based on institutional and technological considerations. 

Technological interrelatedness alone is hardly adequate to account for 
the deterioration, relative and absolute, in the status and competitive strength 
of the British cotton textile industry. But there can be no doubt of its signifi- 
cance for many of the re-equipment decisions Lancashire faces. It is present 
not only within the principal processes of spinning and weaving, but exists 
between them and extends to such ancillary processes as carding and draw- 
ing and winding and beaming.* Because of the organization of the industry 
along horizontal lines, a good deal of this interrelatedness is external to the 
firm. As a result, re-equipment opportunities very often do not receive as seri- 
ous consideration as they deserve.*” We have no way of gauging the quanti- 
tative importance of interrelatedness in this industry relative to the importance 
of environmental and institutional factors. But it would be hazardous to ignore 
it in any evaluation of Lancashire’s problems. As Gordon has noted, correct 
policy is dependent upon correct answers to the issues raised. 

MARVIN FRANKEL* 


* Were one determined to do so, one might develop a “sufficient” explanation exclusively 
in institutional terms, just as Gordon has put his wholly in environmental terms. But no 
purpose would be served by this. 

* In addition to the citations in the article, see also Report of the Cotton Textile Mission 
to the U.S.A. (London, HMSO, 1944), e.g., p. 9; and the Anglo American Productivity 
Council’s Cotton Weaving (London, 1950) e.g., p. 15. 

* Among the reasons for Lancashire’s indifferent response to equipment modernization, 
one is its notorious conservatism in outlook. Another has to do with the difficulties—not 
unconnected with interrelatedness—which arise in accurately assessing alternative pro- 
duction methods. According to one observer, a fair assessment of the potentialities of 
the automatic loom requires its use on a commercial scale on a wide variety of cloths 
under conditions that include choice of suitable yarn, correctly humidified sheds, maximum 
of benefits from machinery aids in the preparation and weaving departments, and scientific 
deployment of labor. “Lancashire and Automatic Type Looms, Observations on Costs,” 
by A. Sidebottom, in Re-equipment and Labor Deployment (The Cotton Board, 1948), 
pp. 84-85. If one considers costs and returns from an interfirm or industrywide point of 
view, one would have to give attention also to such large matters as the structure and 
organization of, and the relationships among, the several branches of the industry. 

It hardly is surprising that disagreement persists over the extent to which Lancashire 
should modernize. 

* The author is an assistant professor in the Bureau of Economic and Business Research, 
University of Illinois. 


Wage Guarantees of Road Service Employees of 
American Railroads: Comment 


Because the conduct of labor-management relations in the railroad industry 
so frequently involves a public airing of differences before fact-finding or ar- 
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bitration boards, it will be no surprise to find the value judgments voiced 
by Morris A. Horowitz in his article, “Wage Guarantees of Railroad Em- 
ployees” which appeared in the December 1955 issue of the Review quoted 
to future tribunals. This prompts the following questioning of some of those 
value judgments. 

The author concerns himself with three guarantees found in the wage 
structure of the road service employees in the railroad industry: (1) the 
guarantee of a basic day’s pay to all road service employees; (2) the guaran- 
tee of a daily earnings minimum to passenger service employees; and (3) the 
guarantee of monthly earnings to conductors and brakemen on regularly 
assigned runs in passenger and local freight service and to those assigned to 
work, wreck and construction trains. 

His conclusion is that, different from similar practices in other industries, 
these guarantees in the railroad industry regularly result in extra compensa- 
tion to some employees for which no services are rendered, or, stating that 
same proposition another way, increase the railroads’ operating costs. This 
conclusion is based on a comparison of the current situation with the situation 
which would prevail if each of the guarantees were eliminated, assuming 
everything else unchanged; but, is it at all reasonable to make this ceteris 
paribus assumption? 

It must be remembered that these assignments on which the guarantees 
are paid generally involve the least desirable work. Usually they offer the 
lowest earnings opportunities or the most onerous working conditions. Em- 
ployees who receive payments under the guarantee of a basic day’s pay 
generally work on assignments which offer virtually no opportunity to re- 
ceive mileage (incentive) pay or overtime pay. Although passenger service 
employees, who receive payments under the guarantee of minimum daily 
earnings, may have the opportunity to earn some mileage and overtime pay, 
in fact, they generally work on assignments, such as commuter service, which 
offer little or no opportunity to earn such additional amounts. Since the 
basic day’s pay for passenger service is lower than for the various classes of 
freight service, the minimum daily earnings assured by their daily earnings 
guarantee is not necessarily greater than the basic day’s pay assured to 
freight service employees. Finally, the conductors and brakemen who receive 
the guarantee of monthly earnings may have some opportunity to earn mileage 
and overtime pay but, in fact, they generally work on assignments which 
offer little opportunity to earn much mileage pay and, therefore, the over- 
time pay is earned only by working long hours and generally at straight time 
rather than penalty overtime rates. 

Primarily because of the undesirability of the assignments on which these 
guarantee paymegts are made, they go to employees with the least seniority 
in the job classification. In the junior crafts, fireman and brakeman, they 
are generally held by relatively new employees; in the senior crafts, engineer 
and conductor, they are generally held by the least senior employees promoted 
from the junior crafts. 


*For example, the basic day’s pay for operating a 200,000 to 250,000 pound Diesel unit 
is $16.20 in passenger service, $17.58 in through-freight service, $18.14 in local freight 
service, and $18.71 in yard service. 
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Before reaching the author’s conclusion that the guarantees raise railroad 
operating costs above what they otherwise would be, it is necessary to con- 
sider what the situation would be if the guarantees were absent. For the 
junior crafts, the question, “Would the remaining payments be sufficient to 
permit the recruitment and retention of employees with the qualities required 
by the railroad in the jobs of fireman and brakeman?” would have to be 
asked. If the answer should be “No,” then it might well be necessary for 
the railroads to invent similar guarantees or to offer other benefits involving 
somewhat similar costs. Perhaps this is why the guarantees were installed in 
the first place. In any event, if this cost were necessary to achieve ade- 
quate recruitment and retention of desirable employees, then the judgment 
that the current guarantees increase the railroads’ operating costs is faulty. 

For the senior crafts, the question that would have to be asked is, “Would 
the remaining payments be sufficient to encourage the acceptance of promo- 
tion by the most-senior employees in the junior craft—those who hold the 
most desirable assignments available to that craft, to the least-senior position 
in the senior craft, the /east desirable position in that craft?” The answer 
to this question need not be so conjectural. There is much evidence that, 
even with the guarantees, promotion from the top-senior position in the 
junior craft to the least-senior position in the senior craft is not regarded 
as an unmixed blessing. A review of seniority rosters will reveal that large 
numbers of brakemen do not accept promotion until their seniority qualifies 
them for conductor assignments superior to those in which these guarantees 
are paid. Where refusal to accept promotion when first offered disqualifies 
them for future promotion, many brakemen frequently prefer to remain in 
the best position in the junior craft permanently. No similar situation is 
found with respect to the promotion from fireman to engineer but this is 
not attributable to any difference in the underlying situation but rather 
to the fact that here promotion from the junior to the senior craft is com- 
pulsory. Failure to accept the promotion is cause for dismissal. The very 
existence of such a compulsory promotion rule is eloquent testimony to the 
fact that such promotion to an assignment with a guarantee where, accord- 
ing to the author, the employees “are regularly paid in excess of what they 
earn” (p. 865), is not sought. This is truly an unusual state of affairs in 
which conditions are not quite what they appear to be on first inspection. As 
a matter of fact there appear to be situations in which even this compulsory 
promotion rule had to be relaxed in the assignment of engineers to certain 
commuter service out of Chicago. These are runs on which guarantees are 
paid. They are undesirable except to firemen with very low seniority. Rec- 
ognizing the realities in the situation, the railroads and the unions agreed 
to filling the senior craft jobs from the ranks of employees with relatively 
low seniority in the junior craft. 

Here, then, it can be reliably predicted that without the guarantees, pro- 
motion of the most skilled employees, i.e., the top senior employees in the 
junior craft, would be seriously hampered. This, too, might raise the railroads’ 
operating costs; or, to prevent this topsy-turvy result whereby employees 
disdain promotion, the railroads might be led to introduce wage guarantee 
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or some other similarly costly practice to make promotion attractive. In that 
event, the judgment that the current guarantees increase the railroads’ operat- 
ing costs also would be faulty. 

The author’s final conclusion is that, “the generally accepted principle of 
compensation for services rendered is violated, and these guarantees have 
aspects which one may justly conclude are make-work.” This is strong 
language. If it should turn out that these guarantees or something equally 
costly are required to secure efficient operators for the assignments on which 
they are paid, this would raise great question about whether the principle of 
compensation for services rendered is, in fact, violated. 

Whether they involve “make-work” depends on what the author means 
by that emotionally supercharged term. Regrettably, no clear definition 
is supplied in this article. In a previous article (/ndustrial and Labor Rela- 
tions Review, Jan. 1955, p. 193), he defined a make-work rule as ‘‘a working 
rule which shifts the supply curve of labor to the left through a reduction 
in the average output per man-hour” and then elaborated his concept of the 
supply curve as being “measured in efficiency units, such as man-miles, so 
that if the employees reduce their average output, the supply curve, with 
no change in the number of workers, shifts to the left.” 

What this seems to say is that without the guarantees employees working 
on assignments on which the guarantees are now paid would be willing to 
offer the same number of man-miles of work at lower wage rates or would 
offer a larger number of man-miles at the same wage rates. This is making 
quite an assumption about the likely behavior of road service employees. 
What evidence does the author have, in his article or elsewhere, to support 
such an assumption? 

S. HERBERT UNTERBERGER* 


* The author is director of S. Herbert Unterberger and Company, economists-consultants 
on labor and industrial relations, in Philadelphia. 


Reply 


Mr. Unterberger’s comment makes some important critical points. Let us 
see whether they hold up under close scrutiny. 

He believes that these guarantees are costs to the employer no different 
from a wage rate, and, as part of the general ‘“‘wage package,” are necessary 
to obtain a sufficient “supply” of labor. But there are a number of things 
wrong with this answer. First, it ignores the fact that certain working rules 
not only result in costs to the employer but also result in a malallocation of 
human resources by attaching more than an efficient number of workers to 
the plant or industry. Second, collective bargaining in the railroad industry 
has generally kept wage negotiations separate from rules negotiations, and it 
is quite clear that the wage guarantees were not negotiated as part of a 
“wage package.” Third, the wage guarantees are well over 30 years old, and 
to contend that they have been necessary throughout this period, including 
the years of the depression of the ’thirties, to obtain a sufficient supply of 
labor is unrealistic. Even in recent years when our economy has had relatively 
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full employment, the railroads have made attempts to modify these wage 
guarantees, indicating that they do not believe these guarantees necessary to 
obtain a sufficient supply of labor. In addition, there has been a significant 
downward trend in the employment of road service employees since the second 
world war, which indicates a surplus of labor and the lack of need to be 
concerned about a sufficient labor supply. 

Let us next examine the evidence Unterberger offers that the guarantees 
are necessary to obtain a sufficient supply of labor. He states that the assign- 
ments on which the guarantees are paid generally involve the least desirable 
work, and usually offer the lowest earnings opportunities or the most onerous 
working conditions. Also, because of the undesirability of these assignments 
they go to employees with the least seniority in the job classification. From 
these two assertions he draws the conclusion that the guarantees are necessary 
to maintain a sufficient supply of labor. 

I beg to differ with both assertions. There is no rigid pattern of promotional 
line from one type of service to another. One finds top seniority men in all 
branches of train and engine service. Some employees prefer foregoing the 
more lucrative road service assignments in order to take a yard service job, 
which has the advantage of giving the worker a regularly scheduled eight-hour 
day with the opportunity of being home every night. Other employees forego 
the glamour and ease of a passenger train assignment in order to take a local 
freight assignment where the hours are exceptionally long but the average earn- 
ings are higher than in any other branch of service. And still others forego 
the regularity of yard service and the high earnings of local freight service 
in order to take a passenger train assignment, where the earnings are less 
than in local freight service but the hours of work are relatively short. 
Whereas the promotional line is generally considered to be from yard service 
to local freight, to through freight, to passenger service, there are numerous 
exceptions. And one should bear in mind that the lowest step in the promo- 
tional ladder is the “extra board” where the engineers, firemen, conductors 
and brakemen work on a first-in, first-out rotational system for all types of 
unscheduled and extra runs. 

In my article (p. 854) I listed eight different runs of less than 100 miles 
that are completed in less than 8 hours for which the employees receive a 
basic day’s pay as a result of the guarantee of the basic daily rate. Do these 
necessarily involve the least desirable work? Not necessarily, since they may 
have advantages over other runs that pay no guarantee. Let us take, for 
example, the 18-mile run from Boston to Waltham and return, assuming that 
the time consumed is 7% hours, which means that under the guarantee of the 
basic daily rate the employees are paid for eight hours. Is this run less pref- 
erable, without the guarantee, than a one-way run of 100 miles consuming 


* Carriers’ Exhibit Nos. 21, 22, 29, and 30, presented to the arbitration board in the 
1954 Engineers’ 30% Wage Case, clearly show that the choice of service by the top 
seniority is a purely personal one. More top seniority men select passenger service runs, 
but there are numerous other top seniority men who select yard service and local freight 
runs. And one will also find some of the lowest seniority men in passenger service. 
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8 hours for which the guarantee does not come into play because the em- 
ployees earned a basic day’s pay through mileage run? The employees on 
the 18-mile run between Boston and Waltham and return would earn % 
hour pay less, but they would be relieved from duty in 7% hours at their 
home terminal, whereas the other employees would be relieved from duty 
in 8 hours at a foreign terminal. Both trips have advantages and the choice 
is a purely personal one, not based on some one’s preconceived criteria 
as to what determines more desirable work. 

Let us assume, for the moment, that Unterberger’s assertion that the runs 
on which the basic daily rate guarantee is paid involve the least desirable 
work because of the low earnings opportunities. Is a wage guarantee the 
answer, or is the answer to make the earnings opportunities greater? As 
discussed in my article the creation of interdivisional runs would unquestion- 
ably permit employees to earn more than the basic daily rate, but the rail- 
roads are not free to establish such runs. The unions have opposed the crea- 
tion of such interdivisional runs because such runs would relieve some crews 
from employment. Are these crews the ones that Unterberger is concerned 
with when he pleads that the guarantees are necessary to maintain a sufficient 
supply of labor? 

The guarantee of a daily earnings minimum is applicable to employees 
in passenger service when their earnings are less than a certain level above 
the basic daily rate. But a passenger service assignment may be far from 
undesirable as compared with a higher paying freight service assignment. 
The basic day for a passenger service engineer is 100 miles or less, 5 hours 
or less, while for a freight service engineer it is 100 miles or less, 8 hours or 
less. Is a 90-mile passenger run, completed in, say, three hours, less desirable 
than a 90-mile freight run completed in, say, seven hours? Without any of 
the guarantees there would be about $1.75 differential in earnings in favor 
of the freight service employees, but a four-hour differential in leisure in 
favor of the passenger service employees. Imposing the guarantee of the 
basic day’s pay widens the differential to about $1.90. If on top of this is 
imposed the guarantee of the daily earnings minimum, the differential is cut 
to about $1.40. Is not four hours more work by the freight engineer worth 
at least $1.90? Or put another way, is not four extra hours of leisure by the 
passenger engineer worth at least $1.90? The choice is a personal one, but 
it would not be unreasonable to contend that the elasticity of demand for 
income in terms of effort is likely to be less for older workers with high 
seniority than for younger workers with low seniority. 

The guarantee of monthly earnings is applicable to conductors and brake- 
men on regularly assigned runs in passenger and local freight service and 
the rule comes into play when monthly earnings minus overtime earnings 
are less than the guarantee. Two factors should be noted. First, by no stretch 
of the imagination can one consider regularly assigned runs in any service, 
passenger or freight, less desirable than the unassigned runs which are most 
irregular in earnings, hours, days and place of rest. And these unassigned 
runs are a significant proportion of all runs. Secondly, if the guarantee were 
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simply to provide a sufficient income to the workers so that the railroads 
could maintain their needed supply of labor, there would be no need for 
the rule to exclude overtime from the computation of earnings under the 
rule. On a number of occasions the railroads have attempted to eliminate 
this overtime provision of the guarantee, but their attempts were futile. 

Unterberger’s contention that these guarantees are necessary to maintain 
a sufficient supply of labor is an interesting one, but I fail to find, in any of 
wage and rules negotiations of the last 35 years, where the railroads have 
pleaded to maintain these guarantees or to increase the guarantees. The 
railroads have attempted in a number of cases, however, to modify these 
guarantees in order to make them less costly. But should the railroads be 
concerned about incentives to maintain their supply of labor? In 1918 road 
service employment reached a peak of over 225,000, and then declined to a 
low of 127,700 in 1933, the depth of the great depression. By 1944 employ- 
ment of road service workers reached its wartime peak of 185,300, which 
was significantly less than in 1918. And by 1955 employment dropped to 
125,600, a decline of 38 per cent. Is it surprising that the railroads are not 
concerned about wage guarantees to maintain their labor supply? 

Unterberger’s point concerning the difficulties of getting employees to ac- 
cept promotions from the junior to the senior crafts fails to impress me. The 
existence of a compulsory promotion rule does not show that wage guarantees 
are necessary; if anything, it shows that there are some serious defects in the 
basic wage structure of the industry. I fully subscribe to the findings by an 
Emergency Board that “It should be possible to revise the rate structure 
to increase daily and annual earnings of the employees and yet reduce labor 
costs per ton mile and per passenger mile. . . . The Board has concluded that 
there is imperative need in this industry, and specifically in the operating 
classifications, for a thorough-going review and modernization of the internal 
wage structure. Indeed, such a review and rationalization is long overdue.’” 

In his comment Unterberger has overlooked a number of significant aspects 
of the wage guarantees in the railroad industry. First, he has overlooked the 
fact that unlike most other industries, the railroads are generally precluded 
from eliminating the situations that result in the payment of these guarantees. 
That is, there is practically no way for the railroad to “beat the system” and 
not pay the extra compensation called for by the guarantees. Secondly, he 
omits completely the value of leisure time from his conjecture on the amount 
of earnings necessary to keep a railroad worker on the job. And thirdly, he 
disregards the monthly mileage limitation rules, which have the most direct 
bearing on road service employees’ earnings and which are specifically geared 
to maintain a supply of labor sufficient to meet the general need of the rail- 
roads. 

Morris A. Horow11tz* 


* Report to the President by the Emergency Board (NMB.Case No. A-4374), March 
25, 1955 (mimeo), p. 69. 
* The author is associate professor of economics at Northeastern University, Boston. 


i 
ie 
| 
a 
4 


COMMUNICATIONS 663 


Agriculture in the Nation’s Economy: Comment 


Professor John D. Black, in his presidential address to the American Eco- 
nomic Association (this Review, Mar. 1956, pp. 1-43), refers (pp. 37-38) to 
Full Prosperity for Agriculture, a 108-page study issued by the Conference 
on Economic Progress in November 1955. 

Black’s statement that “the income figures in this report make no allow- 
ance for the reduction in number of farms and farm workers since 1950” is 
incorrect. The report sets forth the changes in the farm population and labor 
force 1929-54 (p. 21), and projects further change (p. 80). It traces the 
changes in number of farms, farm size, and utilization of farm land 1950-55 
(pp. 21-25, 108), and it projects further change (pp. 77-82, 108). Its dis- 
cussion of trends in farm income 1947-55 makes full allowance for the 
changes in the structure and size of the farm population, by including per 
capita and per family income trends (pp. 36-44, and especially p. 39). 

Black’s statement that the income figures in the Conference report “make 
no allowance . . . for the noncomparability of the published U.S.D.A. per 
capita farm and nonfarm income statistics” is also incorrect. The difficulties 
of comparing farm and nonfarm incomes, per capita and otherwise, are 
discussed in the report (pp. 39 fn., 40-42, 44-45). Admittedly, these com- 
parisons, based on imperfect data and many imponderables, are subject to 
error, as the report states, but they are nonetheless valid for the purposes 
used in the report, namely, to depict the diverse income trends, the relative 
size and direction of income changes in the respective areas, and the wide 
and increasing income disparities between the farm and nonfarm population. 

Black says that the report “proposes a return to rigid 90-per cent parity 
price support,” and implies that this is advocated for “the next few years.” 
To say this, and no more, is misleading by omission. In brief, the report says 
(pp. 96-97): 

Excessive concentration upon the market-price propping approach to a 
limited number of commodities has not achieved satisfactory income re- 
sults; has not sufficiently benefited the low-income sectors of the farm 
population; has not adequately promoted desirable shifts in production; 
has not stimulated maximum consumption; and has at times contracted 
export opportunities. “Flexible” price supports have caused further de- 
terioration, especially because the program has not been geared to sound 
objectives, and has really moved only in one direction, to deflate farm 
income. 


Nonetheless, farm price support programs have great utility, provided 
that they are geared to proper income and production objectives. The 
complexities of shifting to a broader method of farm income protection 
are great, while the need for the improvement of farm income is urgent 
and immediate. To lift total farm income derived from farming in 1956 
to a fair minimum target of about 2 billion dollars above 1954, and to 
at least 3 billion dollars above the severely depressed mid-1955 annual 
rate, price supports would be required on most major commodities at a 
level averaging about 90 percent of parity as traditionally measured, 
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accompanied by adjustments in production plus programs to expand 
domestic consumption and exports in a full employment environment. 
This would meet the emergency problem in 1956, and allow time to shift 
toward an improved long-range approach. . . . 


This longer-range approach should continue to benefit by the tested de- 
vice of price supports, especially in the case of storable commodities, but 
should seek to go all the way toward the establishment of a more modern 
and realistic base period than the years 1910-14. In addition, this longer- 

cr range approach should make substantial use of income payments. The 
objective for each of the various farm commodities should always be set 
in terms of income, whether price supports by Government loans and 
purchases, or income payments, or in some instances a workable combi- 
nation of these two methods, are used to achieve the income objective. 
Income payments, where used, would pay the difference between the 
market price per unit sold and the return to the farmer consistent with 
the income objective... . 


a The proposed long-range method, being geared to income objectives 

whether price supports or income payments or some combination of both 

. were used, would be fairer to the farmer. It would also bring to the gen- 
eral public a better understanding of the farm income problem, which is 
impeded when the public hears about “high” price supports. Where in- 
come payments were used, prices could be adjusted to the interests of 
domestic consumers and to export objectives, without disregarding the 
farmer’s fair interests. . . . Eligibility for income protection, under any 
method, would be related to appropriate adjustments in acreage or in 
livestock units. . . . The cost of maintaining an adequate level of farm 
income would be more equitably spread, because income payments would 
be financed exclusively by general fiscal measures. 


al This approach is debatable; it could be incorrect; but Black does not 
depict it correctly. 

Black, without describing the proposals in the report to expand domestic 
and export consumption of farm products, intimates that these proposals are 
aimed, not toward additional consumption, but rather toward “replacing what 
is moving into consumption through existing market channels.” Nobody could 
read the proposals on this point in the report, and conclude that they are 
either intended to replace, or would have the resuit of replacing, what is 
now moving into consumption. For example, the proposal to “distribute food 
to needy consmers on relief or receiving very low incomes, and the expansion 
of the school lunch program” (p. 93). The report discusses methods to expand 
farm product consumption on pp. 8-18, 30-34, 65-75, 92-94, 101, and in the 
explanatory notes on pp. 102-06. 

Black states that the Conference report shows “complete disregard” of the 
fact “that production control has largely broken down as a means of con- 
trolling total output of all farm products,” and he implies that the Conference 
is unmindful that its proposals to lift farm income would, if unaccompanied 
by other measures, result in still greater surpluses. To the contrary, the 
report analyzes in considerable detail recent and current distortions in farm 
production (pp. 15-18, 26-29, 31-35). It projects ahead until 1960 desirable 
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readjustments (pp. 75-80), and it proposes methods to facilitate these needed 
readjustments (pp. 94-95, 101). The report presents considerable evidence 
that the contrived deflation of farm prices and incomes has aggravated rather 
than redressed distortions in farm production (pp. 31-35); that, in any event, 
what is happening to farmers is too high a price to pay for efforts to reduce 
commodity surpluses; and that ways can be found to achieve the latter ob- 
jective at a lesser economic and social cost. But the report rejects the thesis 
that any fair set of farm income measures can by themselves rationalize farm 
production; if past efforts to “control” production have broken down, better 
methods must be found. No other sector of the economy relies upon price 
and income levels alone to rationalize production; neither can agriculture, 
especially in view of rapidly advancing farm technology. 

Black states that, under the proposals which he incorrectly ascribes to the 
Conference report, the report “completely disregards the simple fact” that 
“the producers who have adopted the new technologies even no more than 
part way, and these are producing two-thirds of the output, will earn large 
incomes for themselves.” The report evidences no such “complete disregard.” 
It deals with the problems of maldistribution of resources and incomes within 
the farm structure (pp. 23-24, 40-42), and proposes affirmative remedies 
(pp. 80-82, 87-88, 97-99). 

Leon H. KeYSERLING* 


*The author is president of the Conference on Economic Progress, Washington, D.C. 


Reply 


In my half page that takes Full Prosperity for Agriculture as its point of 
departure, I report three things about it, that— 


1. It proposes a return to rigid 90 per cent of parity prices. It does this 
categorically (p. 96, “. . . price supports would be required on most 
major commodities at a level averaging 90 per cent of parity as tradi- 
tionally measured [italics mine]”; that is, old-fashioned, not mod- 
ernized parity. 

2. Its income figures “make no allowance for reduction in number of 
farms and farm workers since 1956.” It is true that in one paragraph 
(p. 39), the Keyserling statement does reduce farm income to a per- 
family basis. Making adjustment for this in terms of number of farms, 
and even more in terms of number of workers, is highly important, be- 
cause it indicates that considerable progress is under way in improving 
farm incomes by reducing the number of farms and farm workers, 
which is the main way in which it must be achieved. 

3. It makes “no allowance for the noncomparability of the published 
U.S.D.A. per capita farm and nonfarm income statistics.” It is true that 
Mr. Keyserling has some discussion of the comparability of the farm 
and nonfarm incomes on pages 36 to 42 of his report. But nowhere does 
he in the least recognize the first three of my four factors in their non- 
comparability (See this Review, Mar. 1956, pp. 23-24) and he does not 
really recognize the point of my fourth one. 


All but ten lines of my brief reference to the Keyserling report deals with 


4 


666 THE AMERICAN ECONOMIC REVIEW 


the unreality of his proposal to hold farm prices up to 90 per cent of old- 
style parity and yet get excess farm output corrected by 1960 by disposal 
measures at home and abroad. I still insist on this unreality. Further analysis 
of this will be found in a recent publication of the National Planning Asso- 
ciation, A Balanced Agriculture in 1965, by John D. Black and James Bonnen. 
But by no means do I differ with all of the general program Keyserling recom- 
mends. Nor do I consider the major part of his analysis as invalid. But 
one does get disturbed to find such naive and over-simplified titles as the 
following for some of his sections and charts: A Steady Depression of Farm 
Incomes and Living Standards; Depressed Farm Incomes Hurt the Small 
Businessman, the Workers, and the Consumers; The Farm is Not Benefiting 
from His Productivity Gains. 

The facts are such as the following: The Census figures show that the 
levels of farm family living have risen markedly since 1945 and even since 
1954, Only the businessmen selling supplies and machinery to farmers suffer 
loss of sales as farm incomes decline because farm supplies press on the 
market and depress prices—the rest of the business world is more likely to 
gain from this. This same description fits industrial workers and consumers. 
As to farmers’ gains from increased productivity, the evidence is clear that 
they are very real except in short-run periods of resulting excess output 
for particular products. 

Joun D. Brack* 


* The author is professor of economics emeritus at Harvard University. 


Technological Change, Obsolescence and Aggregate 


Demand: A Reformulation 


Professor Hans Brems has called my attention to a slip in the algebraic 
formulation of replacement demand in my recent article.. What I did was 
to carry over the assumption that the ratio of rD (annual replacement de- 
mand) to &D (the capital stock) is equal to 1/a (the reciprocal of the length 
of life of capital), which I had made in equation (1) where g (the rate of 
growth of aggregate demand, D) was assumed to be zero, to equation 
(3) where g need not be zero. However, this cannot be correct in an economy 
fully adjusted to a given (“equilibrium”) rate of growth, for the age dis- 
tribution of capital is then itself a function of the rate of growth. Where g 
is positive, for example, capital assets acquired a years ago were more nu- 
merous than the capital assets acquired in any single year previous to the 
year —a, and hence were a greater proportion of the existing capital of that 
year than is indicated by the ratio 1/a. Therefore, contrary to my original 
equation (3), replacement requirements of the year 0 would be greater than 
1/a times the capital stock of the year —a. 

The particular formulation in my article would apply only to the case of 
an economy which had been growing for (just) @ years but which had pre- 
viously been stationary. However, reformulation to fit the case of an economy 


* Am. Econ. Rev., Mar. 1956, XLVI, 92-105. 
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whose capital stock has been fully adjusted to the assumed rate of growth 
will not change any of the basic arguments or conclusions. The crucial signs 
of derivatives of s and 7 (the gross investment demand and replacement de- 
mand raties) with respect to growth and the length of life of capital all re- 
main the same for the non-negative rates of growth with which we were 
generally concernes, Equations (15), (18) and (21) are entirely unchanged. 
For (7) we now have 

os 

— > 0, when g # 0. 

og 
eliminating the paradoxical result, commented upon in footnote 10 (p. 96), 
that gross investment demand increased with decreases in the rate of growth 
where g was negative. Equation (11) may be rewritten simply as “whether 


> s 
g= 0, — < 0,” 
< 


which involves no change in substance.? Equation (17), for the situation 
where &, the capital-output ratio, varies in direct proportion to a, becomes 
Os 
-20 as g2O(andg> —1). 
Ja 
This reflects correctly the dominance in our model of the accelerator, increases 
in the value of which of course raise investment demand when output is 
increasing but reduce investment demand when output is declining. Finally, 


dk a 
the critical values of the elasticity of the capital-output ratio, * pe (p. 101), 
a 


should be altered slightly for values of g of .01, .02, and .04, to .88, .77, and 
.59, respectively, with the other values remaining unchanged. Again it will 
be seen that the modifications do not affect the main lines of the argument. 

I shall not burden the general reader of the Review with a complete 
algebraic reformulation. It may be useful, though, to rewrite the key 
equations as follows. 


(3) 
Since capital stock is the sum of past (“living”) investment, 
kD= or 
t=1 


kD 
(4) 


tel 


* However, it enables us to dispense entirely with the qualification for sharply negative 
rates of growth, illustrated in footnote 11, originally dismissed as economically trivial. 


*I should be happy, however, to make one available to those who are interested. 
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kg 
s= ——————_»_ wheng 0, (5) 
r = s(1 + g)-* = wheng 0, (8) 
and, as before, when g = 0, 
k 
(2) 
a 
ds kg(1 + g)* log, (1 + 
8) ( ; 6) when —1 < g 0, (10) 
and 
Os 
—=-—-—», wheng = 0. (10.1 
da 
When k = ma (where m is a positive constant), 
mag 
$= when g Q, (13) 
1 — (1 + 
hen g (19) 
r= -» wheng 
and 
r=m=s, wheng = 0. (19.1) 


Differentiating (5) 


with only g considered a constant, 


dk 
gli — (1+ — + log. (1 + 


» when g # 0, (22) 


da [1 — (1+ 
and 
dk 

e—-h 
ds da 0 (22.1) 
— when g = VU. 
da a? 
ds > dk a >alog(1+¢ 
4 — 0 slog. (1 + when g # 0: (27) 
da < da k < (1+ 4)*-1 


ds 

{ 
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1, wheng = 0. (27.1) 


RoBErT EISNER* 


* The author is associate professor of economics at Northwestern University. 


Correction 


In the review article by C. F. Christ, “Aggregate Econometric Models,” this 
Review, June 1956, the heading of Table IV, page 407, should read: Ex Ante 
Reduced-Form Predictions of Klein-Goldberger Model 1 for 1953 and Model 2 
for 1954. The table is correctly described at the top of page 405. 
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BOOK REVIEWS 


General Economics; Methodology 


The Role of the Economist as Official Adviser. By W. A. Jour and H. W. 
Srncer. (Fairlawn, N.J.: Essential Books. London: George Allen & 
Unwin. 1955. Pp. xii, 150. $2.40.) 

This is a refreshing book. It is written primarily by a Swiss economist 
who knows the kind of problems with which practicing economists have to 
struggle as advisers to government. He had the collaboration of an economist 
in the service of an international organization who knows the kind of prob- 
lems into which an economist is likely to run when he is concerned with 
not only one but several governments. E. A. G. Robinson has provided a 
sympathetic foreword. The main thesis of the book is that the economists 
asked for advice should respond to the best of their ability and without 
hiding behind the argument that professional standards permit them only 
to judge “means” and present “alternatives” or “possibilities.” The authors 
have little patience with the economist who, by taking “refuge in the argument 
that science makes no value-judgments, . . . would be running away from 
the completion of his task” (p. 71); who hesitates to advise on measures to 
fight inflation or deflation before he has found the ultimate cause of economic 
fluctuations; or who is so overwhelmed by the ramifications of the problem 
that he never comes to grips with the question on which his advice is sought. 

The authors repeatedly compare the economist with the practicing physi- 
cian. He, too, should not tell his patients that they must wait for treatment 
until the ultimate cause of the disease has been discovered. They believe that, 
with full recognition of the limits of his knowledge, the economist should 
give policy advice, and beyond that should assist in the legislative implemen- 
tation of policies, participate in the battle to win public support for policy 
recommendations and help to overcome resistance to recommended measures. 
The authors are blunt enough to regard participation in “propaganda” as a 
legitimate activity of the economist. 

There can hardly be any question that many economists today are actually 
engaged in activities of this kind. They do it in government service and the 
service of business, labor, and other groups. (I regret that the authors have 
limited their discussion to the economist in government service.) In the 
literature and in the training of economists there is rarely any discussion 
of these activities; and when they are discussed they are often treated as if 
they were below the dignity of a self-respecting professional economist. Per- 
haps it was time that respectable economists who have considerable scientific 
achievements to their credit should honestly recognize the work of this kind 
now actually performed by economists and should acquaint the student with 
the intellectual and moral armory he needs for doing these jobs well. 
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There are well-balanced statements in the book concerning the manner 
in which modern society determines objectives and makes political decisions. 
The authors suggest how the economist may fit into these processes, playing 
his full part but not making the final determination of policy. Especially 
emphasized is the tact needed by the economist working for an international 
organization or advising a foreign government. 

Many economists may feel that the authors do not show a sufficient 
appreciation for a purely scientific attitude in economics. Perhaps they 
could have made their main thesis more acceptable by adopting Edwin G. 
Nourse’s distinction of the economic scientists, the economic engineer, an«| 
the economic politician.' However, I think it is good to recognize that not 
only one particular group of economists but every practicing economist has 
to concern himself with the aspects of our economic, social and political 
life which enter into the decision-making process of government, business 
concerns, labor unions, and other economic groups. Nor should this concern 
be limited to the practicing economist. The main function of a theory of 
political economy is to furnish the tools with which the practicing economist 
can do his job. The authors deserve praise for clearly outlining the job the 
economist has to perform and for urging that economic science provide the 
necessary tools. They demonstrate what they have in mind by referring to 
Jan Tinbergen’s On the Theory of Economic Policy (Amsterdam, 1952) as 
an example of needed work. The emphasis on economic science as the tool- 
maker for economic policy does not exclude recognition of the part that 
economics can play in providing a detached understanding of economic 
processes and a disinterested training in economic thinking. 

There is attached to the main body of the book a part dealing with “The 
Problem of the Economic Order.” This is an interesting essay only indirectly 
related to the main theme of the book. The author (this section, I presume, 
should be attributed only to the main author) makes the point that “the 
market economy can... be preserved as the most important guarantee of 
individual freedom only if its most outstanding defects are corrected by 
government action” (p. 127) and “collective agreement” (p. 145). He out- 
lines the various types of government action which guide, supplement, or 
correct the market mechanism and indicates the possible role of collective 
agreements among business and labor. 

I find myself in agreement with the basic philosophy of the book. However, 
I would question some details. I take exception to the semantics of classifying 
“saving” as a type of work (p. 113). The treatment of economic forecasting 
is superficial (p. 66ff). The book is well written, but the translation has a few 
rough spots. This is a useful book and it is to be hoped that it may stimulate 
more systematic work in developing tools for, and in the training of, practic- 
ing economists. 

GERHARD COLM 

Washington, D.C. 


*E. G. Nourse, Economics in the Public Service (New York, 19§3), p. 228. 
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The Failures of Economics: A Diagnostic Study. By StpNEY SCHOEFFLER. 
(Cambridge: Harvard University Press. 1955. Pp. xiii, 254. $4.75.) 


Because this book is beautifully organized and precise, it is easy to describe 
its contents, and in the author’s own words: 


. . the structure of economic analysis is not isomorphic with the struc- 
ture of economic reality. In attempting to bridge the gap, economists 
have become accustomed to committing a considerable variety of artifici- 
alities in their collection, treatment, and interpretation of data. They 
artificially mechanize, artificially simplify, artificially generalize, artifi- 
cially fixate, artificially factorize, artificially close, artificially semiclose, 
and artificially isolate. They employ an artificial indirectness. They as- 
sume the heterogeneous to be homogeneous, the complex to be simple, 
the complexly related to be simply related, the unknown to be known, 
the variable to be fixed, the open to be closed, the connected to be iso- 
lated, and the indeterminate to be determinate (p. 40ff). 


ai These methodological faults, each of which is precisely defined, “can all 
4 be ascribed to the penchant of economists to treat the economic system and 
4 its various subsystems, mistakenly, as being in some fashion closed” (p. 51). 

as Each of the methodological faults is illustrated in a hundred pages of 
z case studies embracing critiques of the work of Trygve Haavelmo, R. M. 
E Goodwin, Jacob Marshak, G. H. Moore, Harold M. Somers and others. This 
a is followed by an outline of a logical structure for prediction in economics 


and by Schoefiler’s four prescriptions for economists: 


1. Those economists interested in general decision theory should come to 
regard their field as an independent area of specialization, and com- 
bine their efforts with similarly interested people in statistics, philos- 
ophy, medicine, engineering, and other disciplines concerned [norma- 
tively] with rationality of action (p. 162ff). 

. Economists whose primary interests lie in the field of economic policy- 
making should . . . most of all . . . overcome their conscious or un- 
conscious pretense of being scientists engaged in the discovery of 
laws and try to become adept at the art of economic “healing” (p. 
163). 

3. Economists interested in institutional analysis, national-income ac- 
counting, labor, and the various other idiographic fields should 
frankly acknowledge themseives to be historians . . . (p. 163). 

4. A very much larger number of economists than at present should 
concentrate on the methodology of economics (p. 163). 


These prescriptions flow from the fact that “economics is not [and can 
never be] a nomothetic, empirical science” (p. 155). 

In this review I shall quickly pass by the question whether economics 
: as a science is a failure. Without careful specification of standards by which 
a: success is to be tested and without equally careful comparison of economics 
with other sciences, neither of which is attempted in the book, comment 
would be fruitless. I concede that some comparisons are drawn, but they are 
neither precise nor persuasive as evidence of failure. As an example, I 
question the correctness of the following statement, designed to contrast the 


J 
“a 


BOOK REVIEWS 


economist with other scientists. Readers can judge for themselves. 


When the astronomer predicts a solar eclipse, or the physicist a chain 
reaction, or the geneticist the color of a baby’s eyes, or the chemist the 
formation of certain molecules, he utters an unequivocal prophecy of 
things to come; and, if the scientist in question is at all competent in 
his field, that prophecy is almost invariably borne out by the subsequent 
course of events (p. 43). 


By Schoeffler’s intention, the meat of the book is not in its argument on 
success or failure but in its clarification of methodologica! difficulties and 
remedies therefor. The book represents the best and most lucid summary of 
methodological difficulties in economics that I have seen. I think it provides 

~to mention one of its uses—an excellent basis on which graduate instruction 
on methodology could be built. 

But except for the development of the four prescriptions above, the book 
does not go beyond its description of basic and well-known difficulties of 
method to wrestle with the subtle and agonizing problems of making scientific 
headway in a social world so complex as to seem to deny the possibility of 
science. Why do economists sin? Not from ignorance but from choice. Unless 
they “assume the heterogeneous to be homogeneous, the complex to be 
simple . . . the unknown to be known, the variable to be fixed,” they make, 
so they believe, even less progress than with their contrary-to-fact assump- 
tions. Why do they so believe? This last question would provide a guideline 
to more advanced study of method. 

Significantly every single methodological error listed by Schoeffler represents 
an essential scientific method carried to the point of “artificiality.” A diffi- 
cult task not attempted in the book is that of distinguishing systematically 
between correct and incorrect uses of each method. On consumption func- 
tions, for example, Schoeffler writes: 


It is not unlikely at all that the entire attempt to discover dependable 
aggregate demand functions is, from the point of view of prediction, 
somewhat misguided. Consumption behavior is a stupendously complex 
phenomenon; and any manageable consumption function would therefore 
inevitably be characterized by both artificial isolation and artificial 
simplification. The very process of arriving at such functions renders 
them ineffectual. An aggregate economic function induced from empirical 
data on aggregate behavior can tell us, at best, only approximately what 
happened in the time period covered. It cannot say why things happened 
as they did, and it certainly cannot claim to specify how things must 
necessarily happen in the future. Empirically derived aggregate behavior 
functions are observations, not general laws, and they do not in any way 
narrow down the range of possibilities for the future (p. 72). 


Here is a good statement of a familiar problem. But, although the isolation 
and simplification referred to are indeed artificial (by definition), most 
interested economists will not be satisfied with this conclusion. Nor will they 
take the paragraph to demonstrate the impossibility of economic science. 
Under what conditions, they will ask, are the isolation and simplification 
justified? 
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I suspect that one reason for Schoeffler’s stopping where he does is that 
he wanted to sharpen his argument on the impossibility of the economist’s 
discovering unconditional laws of nature—laws that will hold unconditionally 
because, in the statement of each, the economist has correctly specified all 
the conditions. But economists may be more concerned with making incre- 
mental headway than with estimating the degree of their ultimate success. 
Acceptance of Schoeffler’s prescription that, because economics can never be 
a science, it should be practiced as an art would not, I think, change the 
character of economic research significantly, except to cut off the work of a 
relatively small number of brave and hopeful frontiersmen searching for 
unconditional laws. Are their explorations useless as long as Schoefiler’s 
argument, powerful as it is, cannot be conclusive? 

And whether economics can be called a science only if it discovers un- 
conditional laws but must be called an art if it does not, I would leave to the 
linguist or to each economist to decide for himself. 

CHartes E. LInDBLOM 


Yale University 


The Psychology of Economics. By WattTER A. Wetsskorr. (Chicago: The 

i University of Chicago Press. 1955. Pp. viii, 266. $4.00.) 
ini From the outset I should like to emphasize that I consider Professor 
i Weisskopf’s “psychocultural” interpretation of the teachings of some leading 


economists a most interesting and stimulating contribution to the history of 
economics. Weisskopf’s book is one of the relatively rare studies which are 
on the borderline of several sciences. It deserves the most careful attention of 
economists, sociologists and historians, if for no other reason, because of the 
fascinating methodological problems involved in his analysis. 

These problems are connected with Weisskopf’s attempt to develop a 
functional, instrumental theory of thought fit for arriving at an understanding 
of the procedures which have been used by some originators of socio- 
economic doctrines in order to alleviate, consciously or unconsciously, the 
conflicts created by the clash between different value attitudes. The term 
“psychocultural” approach points to the predominantly psychological nature 
of the conflicts. The influence of psychoanalytical teachings on the methods 
adopted by Weisskopf is far more accentuated than the influence of any 
other psychological or sociological schools. The need for developing psycho- 
cultural methods of the kind suggested here will hardly be questioned. But 
less agreement might be reached on the degree to which psychoanalysis of the 
Freudian type should be permitted to provide the guiding principles and con- 
cepts for “psychocultural” analysis. 

Weisskopf opens his discussion with a careful disquisition of the psycho- 
logical background of the classical value theory. Having examined the various 
definitions of value advanced by Adam Smith, he arrives at the conclusion 
that the author of the IWcalth of Nations was probably unconsciously torn 
by a conflict between his ethical beliefs—which required that economic values 
and rewards should be proportionate to individual effort and work—and his 
desire to accept the system of private property and the exchange economy. 
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One can wholeheartedly accept Weisskopf’s explanation of the “ambivalence” 
exhibited by Smith in his treatment of fundamental economic problems, and 
yet question the contention that the choice of “labor” as the main foundation 
and determinant of value was motivated by the intention to glorify labor as a 
virtuous kind of activity. It is far more probable that the labor cost theory 
owed its origin to a method commonly used by the seventeenth century 
scientists: it consisted in deriving the standard for the measurement of cer- 
tain qualities (heat, etc.) of things from the forces considered responsible for 
producing the qualities. That is the way the value problem was clearly 
formulated by Sir William Petty about one hundred years before the publica- 
tion of the Wealth of Nations. In this as in many other respects Smith was 
one of the last Mercantilists. 

Weisskopf has subjected the value theory of Ricardo to a similar careful 
examination, in order to demonstrate also in this case the psychocultural 
characteristics of a deep-seated ambivalence. I wonder whether that inter- 
pretation of Ricardo’s thought processes has been particularly successful. 
Ricardo was not a moralist or social reformer; he was a logician. The un- 
easiness which he felt when confronted with the inconsistencies of his 
theorems was that of a thinker who is concerned about the validity of his 
premises. The central concept which dominated his doctrine was the equilib- 
rium concept which could not be applied to the economy unless all values 
were reduced to a uniform—hypothetical—standard. Is it not somewhat far- 
fetched to argue—as Weisskopf does (p. 59)—that Ricardo’s (unconscious) 
motive was to show that the same “moral and intellectual beliefs” which lead 
to the assumption of “labour bestowed” as the source and measure of value 
are also valid in a system of private property and in an exchange economy? 
Ricardo is even suspected to have been impelled by some hidden hostility 
toward that economy and by doubts about its moral justice. 

In his analysis of Alfred Marshall’s economics Weisskopf has remained on 
more traditional grounds and has pretty well succeeded in interpreting Mar- 
shall’s thought as a manifestation of “economic rationalism.” The limitations 
of the Marshallian doctrine are brought out in full relief. 

As a sort of interlude Weisskopf has introduced a discussion of the impor- 
tance of symbolism for the understanding of various economic doctrines. 
Malthus and Ricardo, we are told, regarded the female element, represented 
by land and women, as the source of all economic evils. Engels is said to 
have taken the part of the woman against the male head of the family in 
his analysis of the bourgeois society. In the field of economics the opposition 
of the male principle—labor—to the female principle—land, is made basic 
to a psychoanalytical treatment of the Marxian doctrine. I do not feel compe- 
tent to appreciate Weisskopf’s attempt to demonstrate that the Freudian 
symbols, as implied in the Oedipus complex, are exactly reflected in the 
Marxian analysis of the capitalist economy. 

In conclusion I should like to point to certain dangers connected with the 
use of the proposed “psychocultural approach.” It tends to overlook the 
historical concatenations which have led to the specific formulation of funda- 
mental problems; moreover it tends to minimize the influence of methods of 
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reasoning on the setting of the conceptual framework of the various doctrines. 
When due regard is paid to the requirements imposed by the use of certain 
methods, it does not appear necessary to resort to the pyschocultural ap- 
proach to answer the question raised by Weisskopf in an introductory pas- 
sage: Why have economists retained certain inadequate concepts, such as 
omniscience, equilibrium and economic rationality as the basis of economic 
behavior? The crucial problems appear to turn on the choice of the methods 
adopted by the various schools. 
PRIBRAM 
Washington, D.C. 


La prévision économique et la direction des entreprises. By JEAN Fourastit. 
(Paris: Presses Universitaires de France. 1955. Pp. viii, 151. 600 fr.) 

Collected lectures rarely have the literary polish that other books have, but 
in this volume the lack is at least partly compensated by the clear and 
delightful style of Professor Fourastié. The object of this book is to demon- 
strate the necessity for the systematic utilization of economic forecasts. The 
discussion throughout is wide-ranging and stimulating. There are four major 
sections: an introduction; a discussion of the long term; the intermediate 
term; and an appendix, “Economic forecasting based on input-output stud- 
ies.” The introduction discusses the nature, types, and employment of eco- 
nomic forecasts. 

Almost half the book is devoted to a discussion of the long term. The 
fundamental factors for forecasting in this case are population, production 
techniques, and the structure of consumption. Once enough is known about 
these variables it is possible to forecast production, prices, and employment. 
The analysis in this and the following sections hinges on technological prog- 
ress and its fundamental role in economic development. For the intermediate 
term, the key variables are investment and the social institutions such as the 
economic and administrative policies of a country. Short-term forecasting is 
not discussed. 

For Fourastié, the aim of prévision is to show the probable consequences 
of human actions. This idea, widespread in Europe, could be usefully ex- 


tended among English-speaking economists. There is much confused usage 


of the terms “forecasting,” “planning,” “projection,” “model-building,” “goal- 
setting,” and “programming.” This confusion seems to stem from the fact 
that all of these concepts attempt to say something about the future. If we 
followed Fourastié’s lead, we would save the prévision or forecasting concept 
for indicating probable outcomes of specific actions. The other terms could 
then be more meaningfully used to describe specific techniques of fore- 
casting. 

The wisdom of the old saying about books and their covers is here amply 
justified. The cover title, “La prévision économique au service de l’entreprise 
et de la nation” is not the title—which is correctly stated above. This is only 
the beginning of the printing peccadillos that trouble the reader of French 
paperbound books. There is no index. There are numerous misspellings and 
misprints. 
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The strength and weakness of the work lie in its focus—technological 
progress, productivity, scientific advance. The main weakness is the narrow 
treatment of an extensive subject. On the other hand it is useful to examine 
the economic problems of forecasting from this point of view. Fourastié calls 
the book an essai. His description is apt. Its value lies in the insights and 
stimulus that a rather unusual viewpoint might give us. 

PETER R. SENN 

Wright Junior College 


An Introduction to Economic Reasoning.. By MARSHALL A. ROBINSON, 
Hersert C. Morton, and James D. CALperwoop. (Washington: 
Brookings Institution. 1956. Pp. viii, 335. $3.00.) 

In this volume the Brookings Institution has attempted an interesting 
experiment in the field of adult education. The book represents a revision of 
a series of ten pamphlets prepared for adult discussion groups conducted by 
the Fund for Adult Education. Each of the ten chapters focusses on a particu- 
lar problem of public policy. The treatment consists in first providing a back- 
ground of facts and principles, stripped to their essentials. The discussion 
then analyzes the chosen problem in several steps—these steps being self- 
consciously followed in every chapter. They are (1) identifying the problem, 
(2) selecting the objectives to be sought in the solution, (3) posing the 
alternatives, and finally (4) appraising the alternatives and formulating a 
decision. 

After an introductory chapter with some general comments on analyzing 
policy issues, the authors have chapters on measurement of national income 
and its personal distribution, the allocation of resources through a competi- 
tive price mechanism, and the nature and effects of labor unions. Then 
follow three more or less connected chapters on money and debt, prosperity 
and depression and the control of fluctuations. Finally there are chapters on 
economic growth, international economic policies and the relations between 
government and the economy. Some idea of the type of coverage can be seen 
by noting some of the problems chosen for special analysis. Among them are 
the improvement of the personal distribution of income, the “fair trade” 
laws, strikes in “essential’’ industries, management of the national debt, the 
treatment of localized unemployment, monetary and fiscal policy in a reces- 
sion of the 1953-54 type, tax policy and economic growth, foreign aid, and 
financing a highway program. 

These questions are clearly timely and provocative, and on the whole the 
analytic treatment is good and the text is readable. Where the treatment is 
somewhat less clear and convincing it is where economics itself, rather than 
the authors, is at fault, in that the discipline does not provide a general 
consensus, not only on policy recommendations, but even on the general issues 
at stake. But where there is a modicum of agreement within the profession, 
where economists believe they can move from fairly unambiguous value 
judgments and reasonably well ascertained facts to some general policy 
recommendations, the treatment is more convincing. Yet here as elsewhere 
the book leaves open a wide range of policy alternatives consistent with 
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“sound economics.” The attempt is made to provide a general framework and 
some minimal amount of analysis such as is required to make decisions on 
public policy. Perhaps the only general criticism this reviewer would make is 
that the authors have oversold the discipline in some measure. While they 
have not ignored, they have not indicated clearly enough the places where 
economics fails, if judged only by the failure to reach any consensus. (Inci- 
dentally, why not the “farm problem” as an issue? Simple economic concepts 
are very fruitful in this area.) 

To this reviewer it seems that the authors and Robert D. Calkins in his 
Foreword have exaggerated a little the uniqueness of their attempt. The 
formal steps (listed above) in their analysis of a problem are virtually re- 
quired for rational action in any field. While some texts, it is true, cover a 
wider range of economic expertise, many elementary texts, particularly those 
oriented to problems, also attempt to show “a way of thinking about eco- 
nomic issues rather than a full review of economics. . .” (p. v, italics in 
original). Moreover, since economics is inevitably a technical discipline in 
part, the authors of this book find themselves required to present a good 
measure of fact and analysis before applying them to any particular question. 
Thus the book differs from some problem-oriented elementary texts primarily 
in holding to its objectives more self-consciously and consistently. 

The upshot of this is that although the book can be confidently recom- 
mended to adult education groups, it could well be considered for textbook 
purposes in appropriate college courses. 

Donatp F, Gorpon 

University of Washington 


Introduction to Economics. By Jonn V. VAN Sickie and BENJAMIN A. 
Rocce. (New York: D. Van Nostrand Company. 1954. Pp. xv, 746. 
$5.50.) 

The most distinguishing features of this general elementary text are two in 
number. First, there is a very strong laissez-faire point of view. Secondly, this 
point of view is applied by the authors with great consistency to their 
recommendations for economic policy. A summary of these policy opinions 
will be presented later. 

Professors Van Sickle and Rogge have designed this text for a year course, 
and the material is organized into the two usual major divisions. About one- 
half of the space is devoted to the exposition of theory, and the remainder is 
spent on the discussion of six problem-areas of economics. The vocabulary is 
simple, the style serious, and there is considerable useful cross-referencing. 
Factual and reasoning questions follow each chapter. Six books of collected 
economic readings, and two work-books are keyed to the chapters of this text. 
The scope and difficulty of the microeconomic theory are very near the 
average of the presentations in modern elementary textbooks. Macroeco- 
nomic theory occupies about the same relative space as micro-theory, and 
consists almost exclusively of monetary and business cycle theories. There is 
practically no static national income theory, of the sort usually found in 
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elementary texts, and the bulk of the national income accounting is to be 
found in an appendix prepared by Fergus R. Ormes. 

A fine job is done by the two authors in explicitly mentioning the assump- 
tions made in the theory sections, and in pointing out the determinants of 
the demand and the supply schedules. The models of monetary management 
are very lucid; the explanation of the impossibility of pure competition is 
well done; and the inclusion of material on regionalism in the United States 
is a notable addition to the text. There is some confusion about the basic con- 
cepts of the law of diminishing returns (e.g., p. 102) and the elasticity of 
demand (e.g., p. 192 and p. 205). Such well-known writers as Colin Clark 
(p. 227) and Pitirim Sorokin (p. 668) should surely be quoted directly and 
not by secondary reference. It would also seem desirable to add more of the 
empirical findings, meager though they be, in the areas of both micro- and 
macro-theory. 

The second half of the text is devoted to policy considerations and the 
application of theory to six problem areas. The authors have conveniently 
set forth their opinions on economic policy in a final chapter. These opinions 
are also either implicitly or explicitly presented in the discussion of the six 
problem-area sections. Below is a summary of some of the authors’ comments 
and recommendations, which are noted under the topic headings of their six 
problem areas: 

1. Business and Labor. Less regulation is needed, especially by the federal 
government. The union as well as the corporation should be subject to federal 
antitrust laws, and the federal government should be vigorous in its enforce- 
ment of antitrust policies against both business and labor. 

2. Agriculture. Price supports are not justified, and easy credit to farmers 
is directing resources into areas of low returns. Soil conservation is desirable, 
but it should be administered by state authorities. Monetary aid should be 
given only during grave emergencies. 

3. Social Security. The emphasis should be away from grants and gifts, 
and towards insurance. More responsibility should be placed on state and 
local authorities. 

4. American Foreign Relations. The general solution lies in world-wide 
free trade, and a return to the international gold standard. Sound inter- 
national relations are not built on gifts. 

5. Fiscal (and Business Cycle) Policy. In combatting cyclical fluctuations 
of business activities, main reliance should be placed on flexible prices of 
inputs and outputs. Fiscal policy should be employed to the extent of shifting 
some normal public expenditures to depressed times. All taxes with progres- 
sive rates are condemned, except those on inheritances. Price flexibility should 
prevail at all times; so the principal exercise of economic judgment by 
public authorities would be in the determination of appropriate central bank 
policy. The authors write of the great depression: “It took many insensate 
acts of many governments to bring it on and to make it last so long” (p. 373). 
“It was the delayed and exaggerated outcome of the First World War and 
the improper and fettering governmental interventions of the 1920s” (p. 
665). 
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6. Alternatives to Capitalism. The authors believe that normal public 
works should be planned and paid for by state and local governments, and 
that adjustment, not security, should be the keynote of all public policy. 
In their opinion, “The 75 years from roughly 1840 to World War I were the 
golden age of liberalism in the original meaning of that term. .. . Today we 
are far closer to 18th century mercantilism than to 19th century liberalism” 
(p. 543). “The real choice today appears to be between a dynamic, private 
capitalism and some form of authoritarian and undemocratic socialism” 
(p. 666). 

Keynes and Keynesians are the subjects of severe and oftentimes bitter criti- 
cism. Keynes is compared with Marx at one point (p. 388): 


Marx had declared that the maintenance of full employment was only 
possible through a revolutionary and probably violent transformation of 
the economy. The new prophet [Keynes] declared that everything the 
reformers had dreamed of could be accomplished within the existing 
institutional framework. 


Most American economists will agree with the authors as to the high de- 
sirability of political and economic freedom, although they will not necessarily 
agree with them on all of the means recommended to attain these ends. 

Dwicut P. FLANDERS 

University of Illinois 


Price and Allocation Theory; Income and Employment 
Theory; Related Empirical Studies; History of 
Economic Thought 


On Economic Theory and Socialism. By Maurice Doss. (New York: Inter- 
national Publishers. 1955. Pp. viii, 293. $4.00.) 

This work is largely a collection of reprints. The exceptions are a third 
of one chapter, the major part of another on Marx and his economic views, 
and a short chapter entitled ““A Note on the Transformation Problem” deal- 
ing with the relation of Price to Value in Marxian theory. 

The book is divided into three parts—not entirely distinct, since there is 
some overlapping. The first consists of nine articles, written for the specialist 
and condensed into seven chapters. The second includes three articles and 
two lectures, one each on Lenin and Marx. The third contains five short chap- 
ters consisting of book reviews and short notes which the author considered 
important enough to be worth including. The material covered ranges over 
a wide field—from a discussion of full employment under capitalism to the 
problem of economic calculation in a socialist economy. The time-lapse 
between the earliest and latest essay is approximately thirty years (1924- 
1953). “The result is,” the author frankly admits, “a curiously mixed bag— 
a mixture of things composed at different dates, in different contexts and 
for different audiences.” 

Under the circumstances, about all a reviewer can do is to outline the 
scope of the work, and to indicate the point of view of the author on a 
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number of very controversial subjects. Dobb’s point of view is clearly 
brought out in his own words (p. 201): “It would be indeed surprising if the 
forecasts of economists were true in every detail; and Marx’s were not. But 
what must, surely, strike one as remarkable today is how very much more 
right he was than other nineteenth-century economists and how much of his 
picture corresponds to leading features of our twentieth-century world.” And 
he quotes, with obvious relish, from an American economist? as follows: “If 
one wants to learn what profits and wages and capitalist enterprises are, he 
can obtain in the three volumes of Capital more realistic and relevant first- 
hand information than he could possibly hope to find in ten successive issues 
of the U.S. census [or] a dozen textbooks on contemporary economic insti- 
tutions.” So much for Dobb’s attitude toward Karl Marx and his economic 
theory. 

Dobb, however, by no means limits his interest in socialism to theory alone, 
for two of his essays deal directly with industrial production in the U.S.S.R. 
under the five-year plans. Here the author encounters the problem posed by 
the question: how reliable are the official statistics of the U.S.S.R., expressed 
in values, regarding its increase in industrial output? Here, not only is any- 
thing remotely resembling general accord completely lacking but sheer 
anarchy prevails. Dobb makes his position clear in the following words 
(p. 247): “The view that all Soviet figures are naturally suspect, designed 
as propaganda-instruments to deceive the unwary, is no longer seriously held, 
and scarcely merits attention here.” And he quotes Alexander Baykov? to 
bear him out as follows: “|Soviet statistics] can be used to analyze the 
economic processes and the economic system of the U.S.S.R. with the same 
degree of confidence as similar sources published in other countries.” 

On the other hand, Colin Clark*® estimated that the national income of 
Soviet Russia increased 54 per cent between 1928 and 1938 as opposed to 
the official figure of 320 per cent. Also Julius Wyler* concluded that Soviet 
national income expanded some 87 per cent from 1928 to 1937. Lastly, Naum 
Jasny® gave as his opinion that “many | Soviet] statistics, expressed in values, 
he | Jasny]| could only regard as a pack of lies.” At this point, the reviewer 
is reminded of that old saw: if all the statisticians in the world were laid end 
to end, it would be a good thing! 

As usual, Dobb’s style is clear, succinct and to the point. He meets the 
various issues forthrightly and, while he is often willing to qualify, he 
neither backs up nor sidesteps. Many will disagree with his findings but, on 
both moral and scientific grounds, they should do so only aiter having read 
him. 

LorNE T. MorGAN 

University of Toronto 


*W. Leontief in Am. Econ. Rev., Proceedings Suppl., Mar. 1938, XXVIII, 9. 

*The Development of the Soviet Economic Systems (Cambridge, Eng., 1946), p. xiv. 

*“Russian Income and Production Statistics,” Rev. Econ. Stat., Nov. 1947, XXIX, 
216. 

*“The National Income of Soviet Russia,” Soc. Research, Dec. 1946, XIII, 510. 

“The Soviet Economy During the Plan Era (Standford, 1951), p. 9. 


1 


682 THE AMERICAN ECONOMIC REVIEW 


Etude économétrique de la demande de tabac. By ROGER-PAUL CONGARD. 
(Paris: Armand Colin. 1955. Pp. 99. 400 fr.) 


The above study is the twenty-second one published by the Centre d’Etudes 
Economiques in Paris since the inception of this organization in 1951. Similar 
in general character to some of the other publications in this series, the 
present one is in part expository in character and in part original contribu- 
tion; in particular, it is an essay in good econometric tradition inasmuch as 
it directs itself towards a quite explicit synthesis of empirical and theoretical 
viewpoints. 

In a first part, the author develops his model for market analysis in terms 
of classical demand functions and their elasticities; in a second part, he ap- 
plies the theoretical framework developed in the first one to the study of a 
concrete situation: the demand for tobacco in France during the decade be- 
ginning with 1937, 

' To this reviewer, the merits of the first part are especially its expository 
virtue: a clear and concise review of the concepts of income elasticity, and 
a somewhat more elaborate and original treatment of the notion of elasticity 
of substitution. Attention is drawn to the fact that “substitution” may in- 
volve a variety of motivations other than the customarily considered change 
in price relationships. Accordingly, a simple taxonomy is developed dividing 
substitution phenomena into two major classes: “conditional” ones, due to 
factors endogenous to the system, such as prices and their changes; and 
“automatic” ones, accounted for by changes in the autonomous variables, 
particularly by changes in the structure of consumers’ tastes. 

The second part, based on a time series of eleven annual observations, 
proceeds towards determining the numerical values of the elasticity co- 
efficients—both the “instantaneous” and the “arc” elasticities for selected 
subperiods, and for selected explanatory variables. 

Among the empirical findings of possible interest to the American reader 
is the parallelism of changes in numerical values of elasticity coefficients for 
tobacco expenditures with the ups and downs of income movements; also, 
the behavior of the data seems to point towards a gradual decline in average 
income elasticities of expenditures for tobacco products, at least for the 
decade under observation in the present study. 

The more ambitious reader may feel somewhat uneasy about the frequently 
rather simple approach. For example, no attempt is made to recognize or 
deal with the identification problem arising out of the author’s development 
of substitution elasticities, nor is the statistical and methodological tool kit 
used equipped with any but the most elementary instruments, which would 
suggest that more recent material, such as Wold and Jauréen’s Demand 
Analysis, was not available to the author at the time of writing the present 
study. However, it should be recognized that the author in no sense claims 
to have built a road towards a new analysis of demand but that his generally 
neat and orderly explorations open, here and there, useful vistas for the 
student of substitution elasticities. 


J. E. Morton 


National Science Foundation 
Washington, D.C. 
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Elementi di Politica Economica Razionale. By Eratpo Fossati. (Milan: A. 
Giuffré. 1955. Pp. xi, 292. L 1500.) 

The University of Genoa’s Professor Fossati, a distinguished member of 
the Italian school, has written a work on the rational bases of economic policy. 
Though much of the book covers terrain that is well known in the English 
literature, there are enough novel features to assure that the volume will be 
of interest to Keynesians, Walrasians and Paretians, and econometricians. 

Chapters 1 and 2 deal in general terms with the relations between the 
public and private sectors. Rationally, it should be possible to explain the 
influence of state-determined activity on the magnitudes that shape the 
private economy. If the government variables are regarded as exogenous 
factors, economic policy may be viewed as applied theory; if, on the other 
hand, government actions are treated as endogenous variables, the analysis 
of economic policy may be regarded as pure theory. 

The primary relations are developed along Paretian lines in Chapter 3. 
Fossati then delves into the theory of aggregation, somewhat after the fashion 
of Klein. At this point the stage is set for the “mechanical relations,” which 
consist of two well-known concepts and a pair of new ones. The former are 
the accelerator and the multiplier; Fossati’s own offspring consist of the 
“connector,” which traces the relation between original investment and 
reinvestment, and the “amplifier,” which develops the relation between in- 
ventory and the volume of sales. We no sooner read of the new concepts, 
however, than the author, in discussing the relations among the four mechani- 
cal relations, raises doubts about the value of the new terms: the connector, 
for example, is admitted to be little more than a delayed effect of both the 
multiplier and the accelerator. 

There follows a long chapter on the Keynesian system, in which the treat- 
ment is essentially a re-examination of the Paretian system through Keynes- 
ian glasses. Fossati disaggregates the Keynesian model, demonstrates the 
basically dynamic character of the system, and then uses the pieces to re- 
formulate ideas along Paretian lines. The Paretian is shown to be the limiting 
case of a dynamic system as represented by a reformulated Keynesian model. 

The several constructs are then applied to economic policy, with the latter 
viewed in its general dimensions instead of in terms of the familiar com- 
ponents of fiscal and monetary policy. Traditional precepts of public finance 
and monetary policy that are derived from a static system are shown to be 
inferior to precepts based on a dynamic model. 

After a chapter on econometrics in relation to economic policy, there is an 
attempt to integrate the several constructs with concepts of national accounts, 
interindustry systems, and decision models. Also included is a brief outline of 
a model for an underdeveloped economy. Two appendices round out the book, 
the first dealing with Say’s Law (which Fossati claims was first formulated 
by James Mill), and the second with the stability conditions of general 
equilibrium. 

Many of Fossati’s models are doubtless useful points of departure in policy 
analysis. There is a danger, however, that the treatment along such lines may 
be regarded as the sum and substance of political economy. Significant “non- 
rational” elements—the psychological, sociological, and especially the im- 
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portant institutional factors—have no place in his analysis. But now that 
problems of growth, rather than stagnation, are engaging the serious attention 
of governments the world over, it is becoming clearer by the day that the so- 
called economic elements may be crowded out or at least forced to share the 
stage with the traditional ‘“‘noneconomic” factors. 
VIRGIL SALERA 
Chevy Chase, Maryland 


The Analysis of Family Budgets. By S. J. Prats and H. S. HoutHAKKeEr. 
University of Cambridge Department of Applied Economics, Monogr. 
IV. (New York and Cambridge: Cambridge University Press. 1955. Pp. 
xx, 372. $9.00.) 

This fourth volume in the monograph series of the University of Cam- 
bridge Department of Applied Economics is more nearly a companion of the 
substantial Measurement of Consumers’? Expenditure and Behavior in the 
United Kingdom, 1920-1938, Vol. I, by Richard Stone and others, than of 
the earlier members of the monograph series. This is true both with respect 
to its highly technical econometric analysis of consumption data and also, 
unfortunately, with respect to its price. The practice of empirical workers 
making their data available to others is certainly commendable. Should, how- 
ever, a reader interested only in the methods used and the results obtained in 
a study be burdened with the very high publishing costs that arise from the 
expensive hand type-setting required for extensive tables of data? 

Income and prices play similar roles in the theory of consumer behavior, 
but empirical research has proceeded further on income elasticities than on 
price elasticities. This is primarily because our institutional framework is 
such that we can observe the behavior of households faced with the same 
prices but having different incomes more easily than we can observe ones with 
the same incomes but faced by different prices. An important by-product of 
governmental surveys conducted primarily to determine the proper weights 
for cost-of-living indexes is the former sort of data. Prais and Houthakker have 
made a detailed statistical analysis of the data of two such surveys, each 
covering British households in the period before the second world war. 

The presentation is divided into three parts: I, The Materials and the 
Tools: a discussion of the part of the theory of consumers demand that is 
relevant to Engel curve analysis, a description of the surveys from which the 
data was taken, and a careful analysis of the statistical methods available; 
II, The Analyses: a description of the application of statistical methods to the 
data in accordance with the consumers demand theory that had been de- 
veloped; and III, The Data: 186 pages of tables of semiprocessed data from 
the surveys. Though generally speaking the authors have avoided any super- 
fluous discussion, some portions of Part I could have been dispensed with 
(e.g., the extended description of interdependence of consumers demand 
which was not subsequently exploited in the empirical analysis). 

The careful chapter in Part I on the estimation of statistical relationships 
foreshadows the skillful analysis of Part II, the substantive portion of the 
book. At the outset it was recognized that a household’s expenditure on each 
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of the 120-odd goods and services considered could be explained only par- 
tially by the household’s income or its proxy, total expenditure. Though social 
class, occupation, and region were very briefly examined as explanatory vari- 
ables, household composition came in for the most detailed consideration. A 
preliminary investigation revealed that the influence of household size could 
be accounted for fairly well by working with the variables, expenditure per 
member of the household and income or total expenditure per member of the 
household. But that result goes back to Allen and Bowley’s Family Expendi- 
tures. This study’s significant contribution in this area is the estimation of 
an income scale for different kinds of members of households and of specific 
scales for the different kinds of members for the various goods and services 
considered. In general, the authors’ meticulous use of standard regression 
techniques could be emulated with profit throughout the profession. In addi- 
tion, they are to be congratulated for not having been deterred from taking 
on the difficult problem of estimating unit-consumer parameters which ap- 
pear nonlinearly in their regression equations. They solved this problem by 
using a high-speed electronic computer, a tool they used effectively through- 
out the whole investigation. 

An interesting chapter is devoted to the dissection of the dependent vari- 
able, household expenditure on a particular good, into its two components, 
expenditure motivated by quantity considerations and expenditure motivated 
by quality ones. Quality expenditure elasticities in the last few years are 
finally getting the attention they deserve. 

A first effort was made in a concluding chapter to examine the phenomenon 
of economies of scale in consumption of particular commodities as household 
size increases. 

This reviewer has only one important criticism to make of this study, but 
it is a basic one. Total expenditure is not an independent variable in the 
Engel-curve equations, because it cannot be independent of the various error 
terms in the equations. The authors recognize this, but rationalize their use 
of total expenditure on the grounds that “So long as the item of expenditure 
is a small proportion of the budget it is not to be expected that serious biases 
will result, provided, of course, that a correction is made for the elasticity of 
total expenditure with respect to income” (pp. 62 and 63). If one thinks in 
terms of percentage biases, it is doubtful if this statement is true. Still, if 
only total expenditure data were available, even this degree of bias probably 
should not hold up the whole investigation. 

ROBERT SUMMERS 

Cowles Foundation for Research in 

Economics at Yale University 


Economic History; Economic Development; National Economies 


The Economic Thought of Franklin D. Roosevelt and the Origins of the New 
Deal. By D. R. Fusreip. (New York: Columbia University Press. 1955. 

Pp. 337. $5.00.) 
This volume brings together the scattered views of Franklin D. Roosevelt 
on economic matters through the campaign of 1932. Roosevelt began the 
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study of economics at 14 years of age—somewhat later than John Stuart Mill 
but earlier than most—while at Groton, and continued it later at Harvard in 
a desultory manner. His notebooks, letters, term papers and books were kept 
by his vigilant mother, undoubtedly to provide the materials and insights for 
such a project as Dr. Fusfeld’s. 

Mr. Roosevelt had no serious interest in economics as a discipline. The 
analytical injections administered by Harvard failed to take. There is little 
here to excite the interest of anyone looking for a contribution—a new idea 
or a new method of approach. Fusfeld mined the vein meticulously and came 
out with a wide assortment of economic generalities that Roosevelt used 
with considerable political skill in his prepresidential years of public life. 
Fusfeld is well aware of his subject’s limitations in the realm of economics. 

The author looks particularly at those economic ideas that forecast the 
programs and policies of the New Deal. In both the state legislature and 
the governor’s mansion Roosevelt supported social legislation, resource “plan- 
ning,” public power, and the people against the interests. In the campaign of 
1932 he favored tariff reduction, the raising of consumption levels to combat 
depression, unemployment insurance, and cooperative action in business to 
promote recovery. These views might be said to be the origins of the New 
Deal, or parts thereof. They were, of course, part and parcel of the 
“progressivism” of the early 20th century—the views of Wagner, Norris, 
Perkins, Wilson, Theodore Roosevelt, and in the academic halls, the institu- 
tionalists. 

Roosevelt embraced these views, but not without lapses. As a state legis- 
lator he only supported a bill to limit hours of work for women when can- 
neries were exempted. There were several in his district. Later he favored 
tariff reductions, but not for the complaining groups who feared damage 
from foreign competition. 

However, the main features of the New Deal—the extension of federal 
control and deficit spending—are nowhere to be found in the pre-1932 
Roosevelt. As governor he wrote to William Green complaining about “the 
growing usurpation of federal privileges at the expense of the states.’’ Here 
he was opposing a federal bill regulating the sale of prison-made goods. And 
in 1932, as the paragon of fiscal virtue, he denounced the Hoover deficits. 
The move from Albany to Washington changed the perspective, and Roose- 
velt was adaptable. At a time when some things had to be done on a sweeping 
scale he accepted the challenge “don’t just sit there, do something.” While 
much of what he did conformed to his pre-1932 views he seemed unaware that 
the projection of such views into national policy violated much of what he 
stood for politically before 1932. 

This book is a contribution to the growing literature on the late President. 
But it does not add to his stature, sympathetic as the author clearly is. If 
Mr. Roosevelt had much grasp of economic processes and realities, he con- 
cealed and confused it in the period covered by this study. 

ARTHUR E. Burns 


The George Washington University 
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The Railroads of the South 1865-1900. By Joun F. Stover. (Chapel Hill: 
University of North Carolina Press. 1955. Pp. xviii, 310. $5.00.) 


This is a study of the development and final consummation of Northern 
financial control over Southern railroads during the thirty-five year period 
1865-1900. In its preparation the author has made discriminating use of an 
extensive secondary literature consisting of books and articles on railroad, 
military, economic and political history. His principal research, however, is 
based on primary and heretofore unexplored sources, such as memoirs, private 
biographical collections, the letters and papers of leading financiers, con- 
temporary newspapers and journals, railroad archives, financial reports, public 
documents and observations of travelers. 

To reduce the voluminous detail to tolerable dimensions and systematic 
order Professor Stover resorts to the following arrangement: First, railroads 
of less than 100 miles are excluded from detailed examination; second, the 
total span of years is divided into four periods, each illustrative of a particular 
phase of the development; third, intensive analysis of four major systems— 
Pennsylvania (Southern Railway Security Company), Illinois Central, Louis- 
ville and Nashville, and Richmond and Danville—serves to elucidate the 
techniques by which Northern financial interests established hegemony over 
the principal railroads of the South. This dual approach—first chronological, 
then by systems—results in some repetition but the nature and volume of 
the material make this unavoidable. 

On the eve of the Civil War the South had 9,167 miles of railroad, approxi- 
mately 30 per cent of the national total. This mileage was shared by over 100 
companies; the average length of road was 85 miles per company and only 
one line was over 300 miles long. These localized, nonintegrated roads were 
adequate for the sparse, short-haul traffic of that day but gravely defective 
in important respects, such as: flimsy construction, long gaps, variations in 
gauges, lack of terminal interchanges, shortage of cars and engines, and 
dearth of equipment-manufacturing facilities. The combined impact of inten- 
sive use, undermaintenance, capture and destruction by the Union Army 
reduced Southern railroads to a shambles by the end of the Civil War. 

The postwar rehabilitation was remarkably rapid, considering the disor- 
ganized state of the Southern economy. By 1870 restoration was substantially 
complete and some expansion under way. This was achieved largely by local 
capital and local leadership; there was only a modicum of assistance from the 
federal government and Northern capitalists. 

The plundering of the carpetbaggers (1867-1873) resulted in no permanent 
Northern control but it prepared the way by leaving in its wake a heritage 
of poorly constructed, financially weak railroads. It was the depression of 
1873 that opened the gates to Northern invasion. One-half the Southern 
railroads underwent reorganization between 1872-1880 and of 23 receiver- 
ship lines not one emerged free of Northern control or influence. Under this 
new leadership the decade of the 1880’s was characterized by rapid construc- 
tion and consolidation. But in the 1890’s economic depression struck again 
and 33 Southern roads, involving 13,000 miles or nearly half the mileage in 
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the South, went through receivership and subsequent reorganization under 
the direction of Northern bankers. By 1900, when this process was substan- 
tially completed, Northern financial control was dominant in all the major 
railway systems of the South. 

One may regret that Stover’s passion for detailed historiography does not 
extend to philosophical speculation on the social significance of the events 
described. Was it good for the South that local enterprise was displaced by 
absentee Northern control? Was this process economically and technologi- 
cally inevitable, or the result of imperfect institutions? Did Northern financial 
interests utilize their power to exploit the people of the South or to promote 
their welfare? What was the public interest responsibility of government, both 
state and federal, in connection with this development, and to what extent did 
government exercise this responsibility? This study provides no answers to 
such questions, but it does supply a large body of factual data essential for 
a social interpretation of the trend depicted. 

Horace M. GRAY 

University of Illinois 


History of the American Economy. By Ross M. RoBertson. (New York: 
Harcourt, Brace. 1955. Pp. xiv, 593. $5.75.) 

Here we have another addition to the mounting list of one-volume surveys 
of American economic history. In contrast with competing volumes which 
often require 700, 800 and even more pages to cope with the subject, this 
volume employs only 575 pages of text. The division of emphasis is strongly 
on the last hundred years. The first half of American economic development, 
as measured in years, is disposed of in 70 pages. Only 9 of the 24 chapters 
deal with the period prior to 1861. The topical breakdown is the conventional 
one. After introductory chapters dealing with the nature of economic history, 
colonization, and colonial industry, respectively, the allocation of chapters 
is as follows: westward movement, 1; agriculture, 2; manufacturing, trans- 
portation, labor, money-and-banking, 3 each; commerce, 4. The breakdown 
into periods follows the familiar pattern: colonial; 1789-1860; 1861-1920; 
1921 to present. 

The treatment of these varied subjects is, in the main, as conventional as 
the organization and arrangement of this volume. On the whole, the writing 
is clear and straightforward, with the mannerisms of the classroom teacher 
breaking in from time to time. The hand and mind of the economist author 
are clearly evident in some parts of the book, hardly discernible in others. 
The most effectively handled chapters are those dealing with the last thirty- 
five years. Some of the earlier chapters are almost perfunctory in treatment 
and marred at various points with vagueness or inaccuracy of detail, especially 
in connection with technological matters. 

The volume is more noteworthy for what it was intended to be than for 
what it is. The author, financial economist with the Federal Reserve Bank 
of St. Louis, explains in his preface that the answers to the question as to 
why the federal government intervenes so extensively in the varied aspects 
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of American economic life “form the central theme of this book.’ He con- 
tinues: 


During the three centuries of their history Americans, through demo- 
cratic processes, have insisted upon government intervention to protect 
themselves from the hardship of economic competition. Although this 
insistence has not been without its dangers, the results seem to be politi- 
cally acceptable to the American people. Indeed, in the last twenty-five 
years, Americans have permitted a remarkable increase in the amount of 
social control over the economy. History of the American Economy ex- 
plains, as dispassionately as possible, the proliferation of this web of 
controls. (p. xi) 


This is an admirable objective and had it been rigorously adhered to would 
amply justify the writing of yet another text in this field. There is, almost 
inevitably, much information provided about and some discussion of this 
intervention and these proliferating controls, but they are far from providing 
the central theme in the sense that the story of American economic develop- 
ment is built around them. Indeed, there are chapters in which there is no 
significant reference and no evident relation to the central theme and there 
are others in which the student will have to dig out and relate for himself 
the material dealing with it. In view of the announced theme, too, it is 
rather astonishing that the nation’s major wars, marked by extraordinary 
upsurges of government intervention in economic life, with after-effects at 
times of great and enduring importance, receive only slight, incidental, and 
incomplete attention. For example, two world wars are virtually ignored, 
save for scattered references to such matters as labor, agriculture and trans- 
portation. 

Bibliography and index are each too brief to have more than a modest 
usefulness. 

Louts C. HUNTER 

Industrial College of the Armed Forces 


Capital Formation and Economic Growth. A Report of the National Bureau 
of Economic Research. (Princeton: Princeton University Press. 1955. 
Pp. xiii, 677. $12.00.) 

This compendious volume presents the papers and discussions of a con- 
ference held in New York, November 6-8, 1953 under the auspices of the 
Universities-National Bureau Committee for Economic Research. Abramo- 
vitz’s introduction provides a clearer indication of the contents that do the 
section and the chapter headings. As he points out, there are really three 
main divisions, dealing with savings, finance, and investment, the papers 
of Kuznets and Holzman treating the first subject, Goldsmith’s the second, 
and all the others’ the third. 

Kuznets’ statistical study of “International Differences in Capital Forma- 
tion and Financing” reveals that the long-run proportion of net national 
product devoted to net domestic capital formation ranges between 5 and 15 
per cent and gross capital formation from 15 to 25 per cent. After a period 
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of acceleration, these rates decline—usually gradually but sometimes rapidly. 
Periods of rising rates mark the transition from pre-industrial to modern 
economies. 

Kuznets finds that foreign investment as a proportion of total capital 
formation may vary widely, for example, from a third to nine-tenths in the 
United Kingdom, a creditor country, and from a fifth to four-fifths in Sweden, 
a borrower. But capital movements constitute only 1-2 per cent of national 
product of most countries most of the time. From this fact Kuznets infers 
that current trade may be a much more important factor than capital move- 
ments in economic development: “Trade not aid.” 

The long-term record of a number of countries indicates that the savings of 
individuals have been the main determinant of the national savings ratio. 
In the race between per capita consumption and output, the pacesetter is 
the consumer’s response to economic development. 

But, as F. D. Holzman shows, where the state is the chief saver, taxation 
is the main source of capital formation. In the Soviet scheme, most of the 
tax revenue comes from commodity or indirect taxes, despite their ideological 
inconsistency with Marxist tenets. Workers are said, however, to be more 
sensitive to increases of direct taxes, though this idea does not square with 
conventional Western beliefs as to the nonshiftability of income taxes; the 
turnover tax is administratively simple; and it may be adjusted to secure 
a certain measure of price flexibility. 

Holzman maintains that fiscal monetary analysis of the prewar Soviet in- 
flation is quite incomplete without reference to what he calls the “real” factor 
—overfull employment planning. His critic, Raymond Powell, doubts whether 
this sort of planning can be detected statistically, and whether there is any 
meaning to Holzman’s phrase “inflationary in real terms.” In rebuttal, Holz- 
man challenges Powell to show that the mere availability of funds produced 
inflation. But if, as Holzman says on page 230, the Soviet still relies in large 
measure on differential wage rates to allocate labor, this possibility would still 
seem to remain. 

The second major subject of the volume, financial institutions and de- 
velopment, is treated only in the single paper by R. W. Goldsmith. The author 
makes use not only of his well-known “financial interrelations ratio”—de- 
fined as national assets over national wealth, minus one—but also a dozen 
other quantitative expressions of financial structure. At the present stage, 
as Goldsmith admits and insists, these ratios do not “shed much light on 
the influence of financial structure on economic growth” (p. 158). But it is 
possible that a positive theory may be developed along the lines suggested 
by Shaw regarding normal levels of some of these ratios and the dynamic 
effects of nonequilibrium values. 

The eight papers dealing with investment and economic growth include 
six which refer chiefly to developed industrial economies and two which ana- 
lyze the condition of underdeveloped countries. Within the group of six, one 
may identify two as general in geographic reference: Usher’s essay on the 
character of technological progress, and Lowe’s paper on the requirements 
for stability in an advanced and progressive economy. The remaining four 
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have a particular geographic reference. Maclaurin and Cochran deal with the 
United States, the former centering his analysis upon technological progress 
and the latter stressing the role of the entrepreneur; Hoselitz treats of in- 
vestment and growth in France and Great Britain, and Grossman of these 
processes in Soviet Russia. 

In a scholarly paper, Usher develops his familiar contentions that invention 
in a broad sense is a continuous process and that it generally attends the 
flow of new investment. More specifically he divides all action into innate 
activities, which are unlearned responses to the environment, acts of skill 
(associated with learning), and inventive acts of insight. Inventions, in turn, 
may be called primary if they involve discoveries not yet carried to a point 
of general commercial use, secondary if new practical processes are opened 
up, and tertiary if mere improvements in a process do not extend its use. 
Usher applies this rubric to the development of the locomotive, to inter- 
changeable parts manufacture, and to the Bessemer process, to show that in 
its various forms invention is “essentially continuous in units of small mag- 
nitude” and also that inventions or acts of insight occur in the normal 
course of the exercise of skills. He believes also that innovations in tech- 
nology encounter more resistance in an authoritarian than in a market 
economy. 

By contrast, Maclaurin, in his study of “Innovation and Capital Formation 
in Some American Industries,” follows along the path of Schumpeter. Innova- 
tions appear in bunches and give rise to long-wave or Kondratieff cycles, 
illustrated by the histories of the American automobile, electric utility, and 
chemical industries. These industries seem to show that we are faced with an 
economic dilemma: without patents or other monopolistic elements, an in- 
dustry finds it difficult to pioneer in innovations, but wit/ them the motivation 
towards progress is weak. 

Also surveying the American scene in which capital formation during the 
nineteenth century was directed largely by the imagination of individual en- 
terpreneurs, T. C. Cochran concludes that “growth depended more on where 
and how capital was invested than on the absolute quantity of voluntary 
savings” and that “well-managed capital increased rapidly from the re-invest- 
ment of earnings.’ During the present century, on the other hand, the rise 
of investment banking and of professional salaried managers, the growing 
complexity of the economy, and the increase of government controls have 
inhibited imaginative risk-taking. 

The contrasting quality of enterpreneurship in France and England since 
1700 goes far, according to the spirited essay of Bert F. Hoselitz, in account- 
ing for their different rates of economic development. Even before the Revolu- 
tion, the flower of French entrepreneurship had been destroyed by state social- 
ism. Thereafter, “from the tutelage of the crown, French industry—after 
an uneasy interval—passed into the tutelage of credit institutions” such as 
the Crédit Mobilier. By contrast, British government intervention in the sev- 
enteenth and eighteenth centuries was limited to international trade; and in 
the Industrial Revolution, most of the capital was supplied by private indi- 
viduals and from earnings of going enterprises. It may be that Hoselitz’s 
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critics are right in accusing him of exaggerating the contrasting role of 
entrepreneurs in France and England, but he has supplied an extraordinarily 
vigorous exposé of a very important factor. 

Space does not permit even brief summaries of the perceptive essay of 
Aubrey, which sets forth the many handicaps besetting investment in under- 
developed areas or Levy’s analysis of the social obstacles to capital formation 
in the same setting. Grossman offers a painstaking study of the growth of 
capital intensity in the Soviet economy, and an illuminating review of “de- 
tentive” and “deterrent” factors which have limited the growth of the non- 
agricultural labor force. Aside from Rostow’s paper, which provides some 
general conclusions and stresses the importance of analyzing economic growth 
by sectors (and not just by global aggregates), there is the compact mathe- 
matical treatment by Adolph Lowe of the bearing of mobility and immobility 
of specialized resources upon equilibrium in a growing economy. With all 
these papers it is because they encompass so much, rather than so little, that 
they can only be mentioned here. 

The present volume represents a felicitous combination of basic research 
in its dozen main papers and brief but pregnant exchanges of views among 
the critics and authors. It is sometimes distressing to find far-reaching differ- 
ences of opinion concerning the interpretation of data and sometimes even 
as to the facts themselves. But these differences should not be surprising. The 
economics of growth is a collection of the most difficult problems of all parts 
of economics. 

Howarop §. ELtis 

University of California, Berkeley 


Materiali per una Logica del Movimento Economico. Vols. I and II. By 
GIovANNI DemariA. (Milan: La Goliardica. 1953, 1955. Pp. 418; 409. 
L. 5000; 3500.) 

These volumes are the first two of a series which will include at least two 
more parts. They present materials for an explanation of economic change 
rather than an integrated and conclusive theory. Professor Demaria conceives 
a “logic” of economic development in the broadest possible sense, and he is 
highly critical of all mechanistic approaches. His logic of change is to be 
based on the interaction of the “entelechians” (an Aristotelian term meaning 
“new facts”), the political and institutional variable (which he calls the 
propagators of action), and the general equilibrium system of the economy. 
He accepts the general philosophical approach which, when studying move- 
ment, emphasizes the continuing emergence of the “new.” 

The first volume includes five chapters which range in subject matter from 
the history of philosophical thought to pure mathematics. Taken as the two 
limiting approaches to economic development, both economic historicism and 
econometrics are criticized for their failure to take adequate account of the 
“new facts,” the first for its lack of a theory, the second for its overemphasis 
on quantitative as opposed to qualitative factors. The long discussion of 
econometrics can serve as a clear and concise introduction to this branch of 
science, and Demaria demonstrates his knowledge of the current literature 
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as well as his competence in recognizing both the values and the limitations 
of the econometric approach. In the fourth chapter there is a careful exposi- 
tion of general equilibrium systems of both Walras and Pareto with a com- 
parison of the two. The last chapter of the first volume is devoted to the 
development of purely algebraic systems in place of differential systems which 
Demaria holds to be too difficult to apply to economic reality. These last two 
chapters appear somewhat out of place in reference to the other materials 
contained in the two volumes. 

The first half of the second volume concerns the study of economies in 
decline. Sketching the history of declining economies, from ancient Greece 
to some of the current Arabic states, Demaria attempts to determine from 
the fragmentary data available the “new facts” and the institutional factors 
which were causal forces in the declines. This historical section is followed 
by a brief examination of the various theories of economic decline from the 
Physiocrats through the classicists, the Marxists and finally the stagnationists. 
Demaria argues that these theories have, by and large, been too much neg- 
lected due to the overriding influence of the optimistic or growth theories. 

In my opinion, this section on economic decline is perhaps the most im- 
portant part of the two volumes under review. Demaria’s insistence upon the 
examination of the total setting within which economic change takes place 
and his demonstration that such change can be in a negative as well as a 
positive direction serves as a needed antidote to some of the overly enthusi- 
astic ideas on economic growth which have recently been advanced. The 
postwar emphasis upon quantitative factors in economic growth and the 
assigning of perhaps excessive importance to certain key macroeconomic 
variables may lead to an oversight of even more influential qualitative factors 
which may modify, offset, or even reverse the influence of the so-called key 
variables. This danger appears especially in the consideration of the growth 
problems of underdeveloped areas of the world. 

In the secord half of Volume II the frame of reference is shifted to growth, 
and almost the whole of this part is devoted to a presentation of statistical 
data for the United States in the attempt to determine the effects of certain 
historical facts. It would be out of place to judge this section of the work 
at this stage since additional discussion is promised in Volume IV. 

Demaria’s work as a whole appears to be useful primarily in the negative 
sense. It tends to point up the limitations of other and more restricted ap- 
proaches to the theory of economic development. Demaria’s approach would 
seem to prevent his being able to construct a theory of development or change 
in the predictive sense, and his use of the word “logic” rather than theory 
takes on a distinct meaning here. Accepting the idea of the continuous intru- 
sion of genuinely new facts, it would appear that any “theory” of develop- 
ment is doomed from the outset. Yet it is not clear that this point is fully 
appreciated. A “logic” of economic movement is said to be composed of four 
parts: first, the classification of the new facts along with the propagators; 
second, the determination of the long-run effects of these; third, the empirical 
recognition of such new facts; and finally, the determination of policies neces- 
sary for offsetting unfavorable new events and for encouraging favorable ones. 
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This statement of criteria seems partially inconsistent with the philosophical 
approach explicitly accepted. If “new facts” are recognizable when they occur 
and if the long-run effects are determinate this can only mean that the facts 
are not genuinely new. If recognition is meant only in the historical sense, 
no inconsistency need be present, but the usefulness of any explanation is 
sharply reduced. Perhaps Demaria will clarify this point of historical 
methodology in the forthcoming volumes of the series. 
James M. BuCHANAN 
University of Virginia 


An Introduction to Indian Economics. By Das and CHaAtTTER)I1. (Calcutta: 
Bookland, Ltd. 1955. Pp. 550. Rs 10/-.) 

This is one of a series of survey books on India. Volumes on economic 
theory, political science, and constitutional government have already been 
published. The term “Indian economics” may puzzle American readers since 
we do not have books on American, British, German or Swiss economics. The 
title echoes a conviction long held among Indian economists that appropriate 
economic policies for India should be built upon the unique Indian reality, 
rather than the abstractions of western economic preconceptions, such as free 
trade and /aissez-faire which, they feel, served British purposes in India. The 
19th century Indian patriot, Ranade, started this tradition with his Essays in 
Indian Economics which showed that the dogmatic assumptions of western 
economic theory as to the nature of man—his mobility, aspirations, and 
general orientation—were inapplicable to India, where family and caste co- 
operation are more important than individual assertiveness and competition, 
where for many castes the desire for wealth is not the principal drive, where 
status is more important than contract, and neither capital nor labor is very 
mobile. Thereafter books on Indian economics have given considerable 
emphasis to the Indian social and cultural setting; and Das and Chatterji 
follow this tradition. Their book also contains a history of a wide range of 
economic problems and a discussion of policies, already tried or currently 
proposed for meeting these problems. 

It is a huge canvas which the authors deftly cover in 550 pages. Their 
book opens with a treatment of India’s geophysical, material, and human 
resources—here they touch on the population problem. India’s main social 
institutions are next reviewed—i.e., caste, joint family and religion—and their 
impact on the economy. There is a chapter on India’s national income and its 
distribution among agriculture, industry and tertiary occupations; this chap- 
ter summarizes early conjectures alongside the recent government National 
Income Committee Report for 1948-51. One hundred pages are assigned to 
the agricultural problem in all its aspects—political, social and economic. The 
authors deal rather briefly with Indian handicrafts, but devote considerable 
attention to the question of modern industry and its development—industrial 
finance, organization and management, and government fiscal policy with re- 
spect to industrialization. Problems relating to labor follow with due notice 
to labor supply and efficiency, minimum wages, social welfare legislation and 
trade union organization. The closing chapters deal with miscellaneous topics: 
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transport, foreign trade, currency and exchange, recent price movements, 
central government revenue—its sources and pattern of expenditure, state and 
local finance, the problem of taxation, unemployment, and the First Five- 
Year Plan. 

The book’s broad coverage and its valiant attempt to bring each topic 
up to date makes this a handy source for those who want their information 
in capsule form. The volume would be more useful if it were well documented, 
so that the student interested in investigating some topic closely could find 
references to further material. But, as a matter of fact, the book is not written 
with the aim of exciting this kind of enquiry. It is written rather with the 
object of preparing students for examinations—and it tends to give neat 
answers to difficult questions, thereby “solving” them rather than exploring 
their complexities. The solution is more apparent than real since the authors’ 
approach is mostly noncommittal with no attempt to evaluate the “on the 
one hand and on the other” handling of many topics. Das and Chatterji 
usually keep their own prejudices and attitudes in the background—an emi- 
nently respectable approach in the best scholarly tradition. It somehow fails, 
however, to give the reader a sense of urgency or feeling for the importance 
of the issues at stake. This is in stark contrast to the recently published 4th 
edition of Wadia and Merchant’s Our Economic Problem, a compendium of 
equal scope but far greater depth. 

HFLEN B, LAMB 

Center for International Studies 

Massachusetts Institute of Technology 


Statistical Methods; Econometrics; Social Accounting 


Flow of Funds in the United States 1939-1953. (Washington: Board of 
Governors of the Federal Reserve System. 1955. Pp. xxiii, 390. $2.75.) 
The publication of a new set of national accounts by the Federal Reserve 
Board, the culmination of seven years’ work by the Board’s staff, is an event 
of considerable interest. This first detailed report by the Board on its flow- 
of-funds system of national accounts discusses the conceptual framework of 
the system, describes the statistical methodology followed, and presents an- 
nual data for the period 1939-1953. Similar data will be published annually 
in the future, and work is now under way to put the accounts on a quarterly 
basis. Summary information for 1954 has already appeared in the Federal 
Reserve Bulletin. 

The purpose of this new set of accounts is to provide a comprehensive 
accounting of the flow of funds through the economy, showing transactions 
in financial instruments, in existing assets, and in intermediate goods and 
services, as well as in currently produced final goods and services. The flow- 
of-funds system of accounts is designed to relate the financial developments 
in the economy to the flows of income and expenditure and thus to depict 
the interdependence between financial and nonfinancial processes. The authors 
stress as a key feature of these accounts the inclusion of all transactions that 
involve at least two separate economic units and that are effected through 
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the use of credit or money, but this seems in some important respects to 
refer to the future development of the system. 

These accounts present a sources- and uses-of-funds statement for each of 
the 10 major sectors into which the economy is divided, showing “all” of the 
transactions effected by the economic units in these sectors. The 10 major 
sectors cover consumers, corporate business, nonfarm noncorporate business, 
farm business, federal government, state and local governments, banking 
system, insurance, other institutional investors, and the rest of the world. 
The three major financial sectors are further subdivided into the following 
subsectors: commercial banks, mutual savings banks and the Postal Savings 
System, the Federal Reserve System, and Treasury monetary funds; life 
insurance companies, self-administered pension funds, and other insurance 
companies; and nonprofit organizations, savings and loan associations, and 
other financial institutions. 

The transactions of each of these sectors are classified into 12 nonfinancial 
and 9 financial categories: payroll, interest, rent and royalties, dividends, net 
withdrawals by proprietors, insurance premiums, insurance benefits, grants 
and donations, taxes, tax refunds, real estate transfers, and other goods and 
services; and currency and deposits, gold and Treasury currency, bank loans 
other than mortgages, federal obligations, state and local obligations, cor- 
porate securities, mortgages, trade credit, and miscellaneous financial assets 
and liabilities» Transfers of new and used capital goods are shown separately 
from consumption goods. Each of the nonfinancial transaction groups is re- 
corded on a gross basis, financial transactions on a net basis (for individual 
sectors). 

The summary flow-of-funds accounts present one table for each year in 
which the columns represent the sources (receipts) and uses (payments) of 
funds, classified into the various types of financial and nonfinancial transac- 
tions, for each major sector in the economy (with two columns per sector) ; 
and the rows indicate the distribution of each group of transactions among 
the sectors. For each sector, total sources of funds are conceptually equal to 
total uses, and for each transaction group, total receipts are equal to total 
payments or total increases in liabilities equal to total increases in assets. 
In addition to the summary accounts, the report presents more detailed 
breakdowns of the sources and uses of funds for the major sectors and sub- 
sectors; estimates of the amounts of each of the categories of financial assets 
(except corporate securities) and liabilities held by each of the sectors; and 
reconciliations between key items in the flow-of-funds accounts and corre- 
sponding series in the income and product accounts and in the financial sta- 
tistics published by various government agencies. 

There are a number of different ways of assessing the usefulness of this 
new set of national accounts, but it should be stated at the outset that none 
of them is satisfactory since the ultimate test will consist of the extent and 
manner in which the data are used. The report by the Federal Reserve Board 
concludes that the flow-of-funds system has already proved itself to be of 
value but does not give the specific applications referred to. While I have 
seen several applications of the flow-of-funds accounts, it is my general im- 
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pression that the same answers might have been derived about as easily from 
other bodies of available data. However, the systematic presentation of a 
highly important body of interrelated financial data for the nation as a whole 
may be expected to lead to numerous uses, many of which cannot be foreseen 
at this time. 

At the present stage of development of these statistics, perhaps the best 
approach to an evaluation of their ultimate utility is to inquire into the 
different types of return which might be anticipated from such an integrated 
set of national accounts. First, are there economic concepts of great interest in 
themselves whose measurement is made possible or facilitated by these ac- 
counts? The national income and product accounts offer a number of such 
examples, since not only is there major interest in many of the economic 
magnitudes involved (e.g., gross national product, national income, consump- 
tion, investment, and saving) but in some instances (such as personal saving) 
the measurement of these magnitudes is dependent on the interrelation of 
different items in the accounts. The flow-of-funds accounts do not seem to 
offer similar examples. The total sources and total uses of funds for the 
various sectors are in themselves of limited economic interest, and I am not 
aware of any important item in these accounts which has been estimated 
on the basis of its interrelation with other items. 

A second and critical question relating to the potential usefulness of these 
data involves the extent to which they cast light on significant developments 
in the economy and facilitate the derivation of important economic inter- 
relationships. It is in this area that the flow-of-funds accounts showing sources 
and uses of funds for different sectors in the economy might be expected to 
make their principal contribution. This set of accounts, which is not confined 
to income and product transactions, should point up the relations between 
financial and nonfinancial activities, including the influence on expenditures 
of sources of funds other than current income, and may lead to the discovery 
of interesting new structural relationships in the economy. As will be indicated 
below, a considerable amount of sources and uses of funds data has been 
available previously from the Department of Commerce and other agencies, 
but the Federal Reserve flow-of-funds accounts are the first to cover all 
major sectors in the economy, to segregate most of the principal types of 
income account and balance sheet transactions and place as many of them 
as possible on a gross basis, and to use identical transactions categories from 
sector to sector. 

To illustrate some of the specific uses of flow-of-funds data, it is important 
to know the extent to which corporate capital requirements (uses of funds) 
are financed by internal vs. external financing, long-term vs. short-term 
financing, equity vs. senior securities, trade vs. other debt, and the institu- 
tional sources of external financing. Most of these questions can be answered 
from the detailed flow-of-funds accounts, though equity securities are not 
distinguished from senior securities and it seems rather cumbersome to make 
some of these comparisons (e.g., internal vs. external financing). However, 
many of these questions, including the distribution between equity and 
senior securities, can also be answered by the less detailed semiannual esti- 
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mates of the Department of Commerce, and it is unfortunate that the report 
does not compare the two sets of estimates of sources and uses of funds by 
corporations in terms both of the statistical reliability (and reconciliation) 
of the results and the somewhat different conceptual framework used. 

Similarly, the report does not discuss the extent to which the flow-of-funds 
sources and uses statement for the consumer sector gives information which 
cannot be obtained from the breakdowns of personal income, personal con- 
sumption expenditures and personal saving published regularly with the 
Commerce national income and product accounts. The flow-of-funds state- 
ment includes one sizable item—purchases and sales of existing houses—not 
included in the Commerce accounts, but probably the most important differ- 
ence between the two scts of consumer accounts is the separation of the busi- 
ness activities of noncorporate, nonfarm and farm entrepreneurs from the 
consumer flow-of-funds sector. This type of separation of accounts of the 
same individuals operating in two different capacities raises some conceptual 
problems which the report recognizes, and major questions of statistical re- 
liability which the report seems largely to bypass. It would be highly desir- 
able in presenting estimates of changes in assets and liabilities for noncor- 
porate businesses to point out clearly the extremely large margin of error 
involved in some of the key items (e¢.g., changes in federal and other se- 
curities). Certainly we want to separate in some fashion entrepreneurs from 
nonentrepreneurs in our national accounts for consumption function analysis 
and for many other purposes, but there are dangers in doing this without 
proper qualification. 

The remaining sectors in the flow-of-funds accounts, including government 
and financial institutions, do not seem to have any counterparts in the na- 
tional income and product data as presently constituted or in other readily 
accessible national accounts, though much of the basic information is avail- 
able elsewhere. The data for the banking sector in particular, in conjunction 
with the integrated accounts for the other sectors, should provide a convenient 
framework for analysis of monetary developments and policies. Thus, the 
flow-of-funds statements for any year show the provision of bank funds to the 
different sectors in the economy, and the sources of such funds. The existence 
of a new total of “gross” transactions for all sectors may incidentally be 
expected to stimulate new empirical tests of the equation of exchange. 

One financial subsector—self-administered pension funds—is of special in- 
terest, both because this is one area where virtually no government data had 
been available previously and because the Securities and Exchange Commis- 
sion published comparable estimates at about the same time based on much 
better statistical materials. Whereas the Federal Reserve Board estimates 
show an increase of $2.7 billion in financial assets of self-administered pen- 
sion funds in 1953, the S.E.C. figures point to an increase of only $1.7 bil- 
lion, and corresponding differences characterize the other recent years. While 
the Board can hardly be criticized for not having access to the new S.E.C. 
data in time to revise its estimates, the magnitude of the differences involved 
is an indication of the danger of filling in cells in this or any other system 
of national accounts without adequate data. It might also be pointed out that 
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there is less statistical basis for some of the key estimates of transactions in- 
volving noncorporate business. On the other hand, it can be argued that prog- 
ress in the construction of national accounts necessitates and justifies heroic 
measures. 

It was noted earlier that the flow-of-funds accounts attempt, but as the 
report points out are able only in part, to include all transactions involving 
two separate economic units effected through the use of money or credit. 
Perhaps the most serious deficiency in this respect involves the use of net 
rather than gross financial transactions in these accounts. Thus it might be 
considered as important to use gross data for federal and other securities 
and for mortgages as for home purchases. The reason this was not done is 
the difficulty of obtaining “measures of gross flows for each of the sectors 
participating.” Yet, if the basic concept of the significance of gross flow-of- 
funds accounts is valid, the potential distortion caused by the omission of 
such flows as those in corporate stock—which for the key consumer sector 
would alone be several times the total of all the financial transactions now 
shown—may point to the desirability of making rough estimates for the 
more important of the omitted items, which might not be any rougher than 
some of the estimates currently presented. 

For nonfinancial transactions, attention may be directed to certain implica- 
tions of the gross data used. The largest item by far in the sources and uses 
of funds for corporate and noncorporate business consists of “purchases and 
sales of other goods and services” which reflect all interbusiness sales. Con- 
ceptually, changes in the consolidation of enterprises affect this total, and it 
is not clear whether changes in reporting procedures by the same consolidated 
enterprises might not have a similar effect statistically. 

While the report does not have much discussion of the magnitude of sta- 
tistical errors, the discrepancies between sources and uses (for sectors) or 
between receipts and payments (for transactions) where these are inde- 
pendently estimated give some insights into systematic biases as well as 
random errors. The sector accounts point to systematic understatement of 
corporate sources of funds or, though this seems to me to be less likely, sys- 
tematic overstatement of corporate uses of funds. A systematic understate- 
ment of net issues of corporate securities (as compared with net purchases of 
such securities) and of changes in trade payables (as compared with trade 
receivables) is indicated by the transactions accounts. Unfortunately the 
report does not attempt to reconcile the biases in the sector accounts with 
those in the related transactions accounts and analyzes these discrepancies 
pretty much in isolation. For example, it is not noted that the S.E.C. data 
on corporate security issues may tend to understate net sales in prosperous 
years’ which would help to reconcile the discrepancies in the sources and 
uses of corporate funds and in the purchases and sales of corporate securities. 

A basic problem which remains is the appropriate relation between the 
flow-of-funds and the national income and product accounts. Serious con- 
sideration has been given for many years to supplementing the gross saving 

"Irwin Friend with the assistance of Vito Natrella, Individuals’ Saving: Volume and 
Composition (New York, 1954), p. 247. 
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and investment account for the economy as a whole in the national income 
and product accounts by the introduction of saving and investment accounts 
for each of the sectors, which would be equivalent to supplying comprehen- 
sive sources- and uses-of-funds information. A considerable amount of data 
along these lines for individuals and corporations is already published regu- 
larly by Commerce together with the national accounts, although not com- 
pletely integrated with them. Thus, there are two agencies producing different 
estimates of closely related concepts, or using similar terms for different con- 
cepts. Corporate profits in the national income accounts are adjusted for the 
results of tax audits, but net operating surplus in the flow-of-funds accounts 
is not; consumers durable goods purchases are treated as capital acquisitions 
in the flow-of-funds accounts unlike their treatment in the national income 
accounts; the types of breakdowns for sectors where both agencies supply 
sources and uses information differ in several respects, etc. Moreover, there 
is some question whether the framework of analysis is sufficiently different 
to warrant two distinct systems. It seems to me that an attempt at integra- 
tion of the two systems is highly desirable, though it is not possible at this 
stage to appraise the likelihood of success. 

While I have raised some questions about the extent to which these ac- 
counts supply information not previously available, the reliability of some 
of the new data presented, and their relation to the national income and 
product accounts, I have little doubt that the flow-of-funds or similar ac- 
counts will turn out to be both useful and widely used. This conviction stems 
from the inherent usefulness of a well-conceived system of national accounts, 
the wealth of data made available in these specific accounts, and the un- 
doubted utility of comprehensive sources and uses-of-funds information for 
indicating the financing of capital and other requirements by the major 
sectors in the economy. 

IRWIN FRIEND 

University of Pennsylvania 


British Incomes and Savings. By H. F. Lyparv. (Oxford: Basil Blackwell. 
1955. Pp. xv, 274. 32s., 6d.) 

This book brings together the findings of Britain’s first sample survey of 
personal incomes, savings and liquid assets, which was conducted in 1952 by 
the Oxford University Institute of Statistics in collaboration with the Social 
Survey. What has by now become a routine in United States statistics- 
gathering has been done here for the first time in Britain, i.e., to construct 
distributions of personal income from sample interviews of the population, 
to measure liquid asset holdings and personal savings, and to collect related 
consumption data. Most of the material was published originally in articles in 
the Bulletin of the Oxford Institute of Statistics. Its republication in book 
form puts before students of income and wealth a substantial body of British 
data, very similar in nature to the data produced by the Survey Research 
Center of Michigan University in this country. The Michigan Center re- 
ceives credit for much useful advice given to the authors of the British study. 

Since the methods of the survey were so similar to those followed in current 
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American studies, little need be said here about the collection of the British 
data. Nearly 2,600 people, “heads of income units,” were interviewed by 73 
interviewers during April-May 1952 and asked questions about their fi- 
nancial status, experience and prospects. The sample was drawn from the lists 
of rateable property which are kept by local authorities. It was stratified by 
property values and other characteristics. In relation to the total (estimated) 
number of income units in Great Britain (about 22 million) the sample was 
small (about .01 per cent), but compared with the sample sizes used in the 
American Survey of Consumer Finances (about 3,000 in recent years) it was 
fairly large. 

The information value of the data produced from the sample probably was 
impeded far less by smallness of sample than by biases resulting from re- 
fusals to be interviewed (16 per cent of the interviewed) and similar causes. 
These refusals were unfortunately quite frequent in higher income and wealth 
groups and account—together with understatements in actual interviews—for 
the apparent underestimation of incomes from rent, interest and dividends 
and related other variables. Only to a limited extent could the results be 
checked against benchmark data, and this was done with varying success. 
Where the information went clearly beyond other sources, its reliability could 
not be ascertained. 

The author is cautious and candid enough in acknowledging the pos- 
sibilities of error or misrepresentation in the figures, but in some cases he 
does not seem to see the scope of these possibilities. For instance, in com- 
menting on the possibility of insufficient coverage of the incomes of wives in 
interviews with the male “heads of income units,” he says that “there is no 
evidence that the survey failed to obtain full information,” and that “there 
seems to be no reason why a man who had agreed to give the sort of informa- 
‘ion we were asking for should suppress facts relating to his wife’s earnings” 
(p. 23). Mr. Lydall does not allow for the chance that the man may not 
have known the wife’s income. (Later on, in connection with savings, he does 
make allowance for precisely this kind of lack of communication in the 
family.) 

A second instance of a certain narrowness of horizon appears in the dis- 
cussion of various kinds of liquid asset holdings. The survey estimates of pri- 
vate holdings of building society shares, trustee savings bank deposits and 
post office deposits fall far short of other estimates of the total stock of these 
securities, much more so than in the cases of defense bonds, national savings 
certificates and joint stock bank deposits. In trying to explain these short- 
falls, Lydall reverts to the theme that the well-to-do were the least cooper- 
ative among the interviewed. This has often been observed in other places, 
but it hardly explains why the survey caught only 31 per cent of the esti- 
mated total stock of building society shares and deposits while it reflected 
74 per cent of that of defense bonds. The data on page 86 suggest that de- 
fense bond holdings are more definitely a characteristic of the larger liquid 
asset holdings than building society shares. On the other hand, the holdings of 
such typical low-income and low-wealth assets as post office deposits and 
trustee savings bank deposits seem also quite disproportionately underrepre- 
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sented in the survey (51 and 43 per cent, respectively, of independently esti- 
mated totals). Could it be that, contrary to Lydall’s assumption, the lower 
income and wealth groups failed to divulge their asset holdings to an equal 
or even higher degree than the rich? Or that the former made up by under- 
statement what the latter concealed by refusal to respond at all? 

Among the findings of the survey some may be of particular interest to 
American readers. The comparison of the savings rate for households earning 
equivalent multiples of the average gross income shows that the British 
savings schedule runs lower than the American. When direct taxation is added 
to savings and the sum of the two is plotted against gross income, the savings- 
plus-direct-tax schedules are more similar for the two countries; but when 
savings alone are plotted against net income (gross income minus direct tax) 
the British schedule once more lies clearly below the American. So it seems 
that Britons save less in comparable positions on the income scale than 
Americans. (Scots, we are not surprised to find, save more than Britons.) 

Other findings of interest are the negative correlation between savings and 
expenditures on durable goods at all income levels, the characteristic differ- 
ences in the income distribution for various occupational groups, and the 
differences in the impact of the rise in the cost of living during 1951-52 on 
different types of families (families with children were more affected than 
families without children). By looking at the entire financial picture of the 
consumer household, the study also helps to go beyond the identification of 
gross savings with savings, which is easily resorted to when only aggregate 
financial statistics are at hand. The survey shows clearly that “it is not 
legitimate to attribute to the working and middle classes the full amount of 
their contractual savings, since allowance must be made for the liquidation 
by these classes of other assets” (p. 136). In Britain, as in other countries, 
it happens that life insurance and other contractual saving is financed out 
of dissaving rather than income. All told the book brings out a number of 
very interesting observations on consumer finances, besides others that are 
familiar from similar studies elsewhere, and the story is told in an orderly 
and readable fashion. 

Occasionally, however, the earlier noted impression returns that the analyst 
did not back away quite sufficiently from his data in presenting the conclu- 
sions. This happens, for instance, in the discussion of the differences between 
households with male and female heads. The trouble is simply that the differ- 
ence between these household types does not lie so much in the fact that the 
head of one is male, and the other female, as in the fact that the comparison 
is between unmarried females (usually young or old) on the one hand and 
all other households on the other hand. With married couples, the man was 
taken for the head regardless of the relative size of his contribution to family 
income. The observations offered for income units with female heads (lower 
income, fewer dependents, etc.) would have been more revealing if they had 
appeared from a comparison with unmarried males rather than all house- 
holds. As they stand, they seem rather trite. 

In another instance, on page 22, the author discusses differences between 
consecutive independent income distributions in terms of movements of 
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people from one specific income level to another. Such movements may have 
taken place and may account for the different frequency distributions, but 
the usual reshuffling of income recipients on the income scale from year to 
year may also have much to do with the situation and explain part of it. 

These blemishes do not detract from the value of the book as a source and 
general analysis of British data on consumer finances. Lydall and the people 
of the Oxford Institute of Statistics deserve credit for this painstaking and, 
for Britain, original study. 

Horst MENDERSHAUSEN 
The RAND Corporation 
Santa Monica, California 


Business Fluctuations 


Personal Income During Business Cycles. By DANIEL CREAMER. (Princeton: 
Princeton University Press, for the National Bureau of Economic Re- 
search. 1956. Pp. xlii, 166. $4.00.) 

This recent volume should be particularly welcome at this time, in view of 
the increasing interest in the postwar period in variations in consumption 
spending. The study is in the National Bureau tradition—a careful com- 
pilation of the record of business cycles, with maximum emphasis upon 
underlying information and with somewhat limited interpretive conclusions. 
The basic orientation of the study, as suggested by its title, is an exploration 
of variations in personal income in relation to the turning points of the gen- 
eral business cycle. This breaks down into an examination of two major 
areas: (1) shifts in the relative importance of various types of personal in- 
come, (2) the timing of rises and falls in personal income, including com- 
ponent parts thereof. The period examined is, generally speaking, 1909 to 
1953, although the more intensive and useful analysis is limited to the in- 
terval 1929-1953, and with respect to certain aspects of the analysis only the 
period since the second world war is examined. 

With respect to the timing of turning points in personal income payments, 
the general conclusion reached from an examination of the data is ‘hat per- 
sonal income turns either coincide or lag somewhat behind turning points in 
the general business cycle. More particularly, wage payments in mining, 
manufacturing, and construction show a high degree of coincidence with the 
business cycle, while other components of personal income tend to lag. In the 
case of farm proprietors’ incomes and_ personal incomes depending upon 
government, there appears to be relatively little relationship to the cycle. This 
is, of course, understandable in view of the importance of weather in farm 
incomes and in view of the tendency for government payments to be deter- 
mined by a number of considerations not related to the business cycle. These 
general conclusions are interspersed with many interesting references to par- 
ticular components of the personal income stream, such as an analysis of the 
relationship of dividend payments to corporation earnings. 

In analyzing the changing proportions of the various personal income com- 
ponents relative to cycles, Creamer first examines secular changes since 1909, 
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observing the following long-term shifts: (1) a relative rise in labor income, 
especially government employment and transfer payments, (2) a relative 
decline in the aggregate income of farmers, and (3) a relative decline in 
property income, i.e., dividends, interest, and rent. His examination of the 
changing proportions of components over the course of the business cycle 
does not yield conclusive results, although certain things stand out. Transfer 
payments rise relative to other components in business cycle contractions 
and fall during expansion movements. The dollar stability of rent and interest 
payments causes the share of property income to move similarly relative to 
the cycle. 

One of the most interesting features of the study is Creamer’s analysis of 
the probable effects of certain automatic stabilizers on personal income. He 
attempts to discover, for postwar cycles, the extent to which agricultural 
subsidies, unemployment relief and related transfer payments, and changes 
in federal income tax payments have offset income losses due to business 
contractions. In general, the answer appears to be that the farm program has 
not provided any very definite offsets to farm income losses due to business 
cycle contractions (with the possible exception of the year 1949); that un- 
employment benefits have offset payroll losses to some extent (20 per cent 
for the United States as a whole in the period 1948-1950); and that the 
automatic stabilization feature of the progressive personal income tax pro- 
vides very little offset to income losses during a contraction. The general 
conclusion that the offsets as a whole are not of great significance is strength- 
ened by the observation that in more severe depressions the loss offset would 
probably be even smaller. 

In general, the study reflects the difficulty of generalizing from masses of 
data, portions of which are necessarily contradictory. But the author has 
called upon wide sources of information and his presentation is clear and 
concise. He is restrained in his generalizations and conclusions. This follows 
partly from his recognition of certain weaknesses in the data. For example, 
in general monthly data are not available prior to 1929, and the examination 
of business cycle turns in terms of annual data is unsatisfactory at best. One 
might add that a further weakness of any study of business cycles limited 
to the period since 1929 is that this period in history is dominated at the 
beginning by the great depression and at the end by wartime and postwar 
abnormalities. The problem of paucity of data is particularly great in those 
cases where the author must base his conclusions on two cycles, one of which 
is the highly abnormal downturn of 1945. 

Ear C. 


University of Washington 


Policies to Combat Depression. A Conference of the Universities-National 
Bureau Committee for Economic Research. (Princeton: Princeton Univ. 
Press. 1956. Pp. x, 417. $8.50.) 

The papers in this volume were presented in two conferences called by the 

Universities-National Bureau Committee in order to appraise our ability to 

deal with problems of depression. In most of the papers an attempt was made 
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to estimate the effectiveness against depression of various weapons in the 
government’s armory; some attention was also given to the causes of depres- 
sion and to the differences in tactics that would be called for in different 
circumstances. 

The economy today has changed in many ways from that of 1929. The 
banking system has been strengthened and the likelihood of financial collapse 
is much reduced. Taxation is levied at higher rates and it is far more re- 
sponsive to changes in activity. A social security program has been created 
which promises increased benefits with a worsening of economic conditions. 
These, and other features, could be expected to restrain the rate of any de- 
cline. The most interesting papers are devoted to establishing a basis for 
estimating the effectiveness of these stabilizers. It is recognized that by them- 
selves the stabilizers can do no more than provide a partial offset to defla- 
tionary forces; and the remaining papers are devoted to a consideration of 
other policy measures such as encouraging housing, public works, agricultural 
relief and so on. 

In a way, the papers make depressing reading. For one thing they do not 
suggest that our understanding of the problems of depression has shown any 
real advance since the war. There is very little here which could not have 
been written before 1941. There is a more cautious approach, which is a 
gain, but what was obscure then—for instance the significance of cost-price 
relations and the determination of private investment—remains obscure. 

Corresponding to this failure to advance in understanding, there is little 
evidence of progress in the preparation of policy for combatting depression. 
The remedies—some reliance on the stabilizers, reductions in tax rates, in- 
creases in public works, encouragement of housing construction, and so on— 
are now hallowed by tradition; in word if not in deed. Perhaps the answers 
are no different from those given before the war because these latter were 
“right”; but lest we become unduly complacent we might recall the con- 
fidence expressed by equally capable economists thirty years ago in their 
ability to handle any depression they could then foresee. 

One would have more confidence in our armoury if it were tested in 
maneuvers against as bad a depression as we could now generate. There 
may be no ground for fearing another 1932, but it would be reassuring 
to have it demonstrated that with tax or government spending programs un- 
changed, we could not produce a depression even deeper and more intractable 
than that. And if this could not be shown, then we should investigate what 
combinations of policies would be needed to cure it, and we should consider 
these combinations in the light of social needs and attitudes. Until that has 
been done, the serious work remains. 

The contributions in this volume are certainly not focused on the economy 
of the 1930’s. There are careful analyses of, to list a few: the “Yield of the 
Individual Income Tax during a Recession” (Joseph Pachman), “The Cor- 
porate Profits Tax in a Depression” (Richard Goode), “Social Security Pro- 
grams” (Ida C. Merriam), all based upon the current situation. From them 
we can estimate the effectiveness of these and other stabilizers in checking a 
decline, if one should develop. 
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One paper, “The Stabilizing Effectiveness of Budget Flexibility” (David W. 
Lusher), is especially interesting in this connection, although it must be 
interpreted carefully. A certain (unstated) decline in economic activity is 
assumed and the changes in tax yields and government expenditures, includ- 
ing transfer payments, under present tax and spending programs, are com- 
puted. Naturally, any decline in tax yield or increase in spending would help 
prevent activity from falling by as much as it would in the absence of a 
change in these budget items. Lusher takes, however, as his norm, a situation 
in which tax yields fall and certain government expenditures rise in propor- 
tion to the reduction in the GNP; such a budget, we may call “neutral.” 
The stabilizing effectiveness of present budget arrangements is then measured 
by comparing the declines in the GNP that result from a given decline in 
investment, when the budget is neutral, and with our present budget. 

The results of the computations show that the stabilizing efficiency of our 
present budget would reduce the extent of a decline by from 30 to 40 per cent 
as compared with what could be expected under the rule of the neutral 
budget. In contrast, in the period 1929-1932, budget arrangements served 
to intensify the decline by some 10 per cent, compared with the decline to be 
expected with a neutral budget. This important finding has been interpreted 
to mean that a depression today could not be more than 60 to 70 per cent 
as deep as it might be, under the worst circumstances, which, besides being 
incorrect offers no more than minimal comfort. A very serious depression 
could still develop despite the built-in stabilizers. 

There are other interesting papers—notably one by R. A. Gordon—‘“Types 
of Depression and Programs to Combat Them’”—which deserve comment. 
And the whole volume is recommended even though it may do little more 
than provide the basis for one more “agonizing re-appraisal.”’ 

TARSHIS 

Stanford University 


Money, Credit and Banking; Monetary Policy; Consumer 
Finance; Mortgage Credit 


Bank of Canada Operations, 1935-54. By E. P. Neuretv. (Toronto: Univer- 
sity of Toronto Press. 1955. Pp. ix, 221. $3.75.) 

This essay has been published as the fifth volume in Canadian Studies in 
Economics, a series sponsored by the Canadian Social Science Research 
Council, and it represents an attempt by the author to fill what he describes 
as “a glaring gap in the body of central bank literature” in Canada. During 
its comparatively brief existence, the Bank of Canada has been confronted 
by an extraordinarily wide range of problems associated with such circum- 
stances as depression in the ’30’s, problems of finance during the second 
world war, and postwar inflation. Neufeld’s analysis of the Bank’s reactions 
to these problems is both careful and thorough, and it represents a welcome 
addition to the general discussion of Canadian monetary and fiscal policy 
which, until comparatively recently, has not received the critical attention 
which it deserves. 
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In the first three chapters, the Bank is discussed in terms of its relationship 
to the government of Canada (the Department of Finance), of its broad 
objectives and of the techniques available to it in pursuing those objectives. 
The following three chapters analyze the Bank’s activities in the prewar, 
wartime and postwar periods, after which a concluding chapter presents some 
opinions as to its possible effectiveness in coping with problems which may 
arise in the future. Appended is a series of statistical compilations related to 
monetary and banking movements in Canada. 

Although organized as a privately owned institution in 1934, the Bank of 
Canada was nationalized shortly thereafter, public ownership being regarded 
as more in conformity with a situation where the Bank’s monetary policy 
must at all times be the policy of the government of the day. In the event 
of any disagreement as to basic policy, the Governor has no alternative to 
resigning, and anything in the nature of the Treasury-Federal Reserve differ- 
ences which have occurred in the United States is not possible in the Canadian 
relationship. In implementing policy, the Bank has wide discretionary powers, 
but since it performs the functions of government agent, public debt manager 
and monetary manager, and since it maintains close and continuous collabora- 
tion with the Department of Finance, a harmonious economic policy is 
achieved. But as the author points out, “to what extent it leads to a balanced 
[italics mine] economic policy is an entirely different question.” It is also 
a most important question, as the analysis of the Bank’s postwar activities 
shows. 

The broad objective of this, as of any central bank, is the attainment of a 
high and stable level of employment and income. This may of course involve 
a “leaning against the wind,” or more frequently the accommodating of 
changes already under way. In either case, the management of chartered bank 
cash to affect the cost and general availability of credit will be the main ap- 
proach to the problem. The Bank is required by its charter to “control and 
protect the external value of the national monetary unit, . . . so far as may be 
possible within the scope of monetary action,” and it must therefore seek ap- 
propriate equilibrium in the Canadian balance of payments. In addition, it 
seeks to maintain an orderly securities market, a task closely related to its 
function as debt manager and government fiscal agent. These various functions 
are frequently not compatible with one another, and in considerable measure 
the art of central banking lies in obtaining a suitable balancing of the 
alternatives. 

In addition to its open-market dealings in Canadian government securities, 
which represent the Bank’s main technique of control, the Bank also utilizes 
foreign exchange transactions, variations in rediscount rate (which until last 
year merely indicated central bank intentions) and moral suasion to influence 
chartered bank activity. The power to vary the minimum cash ratio of the 
chartered banks was acquired only in the most recent revision of the Bank 
Act in 1954, 

During its brief prewar existence, the Bank encountered no serious prob- 
lems as it pursued a policy of monetary expansion. These were years when 
“the objectives of fiscal policy, debt management and monetary management 
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were in complete harmony.” Depression in the Canadian economy brought 
deficit spending (reluctantly) and required low interest rates and an expan- 
sion of bank cash. During the war, the Bank accomplished its two major 
functions of providing stable bond markets, essential to a maximum war 
effort, and of providing the government with financial resources not obtained 
elsewhere. 

In early 1944, the Bank lowered its rediscount rate from 2’ to 114 per 
cent, to signal the beginning of its attack against the understandably but 
erroneously anticipated postwar recession. However, the reasons for its further 
action in facilitating monetary expansion at this time, as a means of stabiliz- 
ing bond yields at even lower than the existing levels, are not easy to under- 
stand. The result was merely to intensify the strong inflationary pressures 
which caused serious problems at the end of the war. The author rightly 
notes that the conflict between the Bank’s function as debt manager and 
monetary manager had already become apparent. 

In the postwar years, this conflict became much more serious, and for a 
good part of this time “cash management was determined by the state of the 
bond market.” Inflationary pressures in Canada were particularly strong 
between mid-1946 and the end of 1948 and from mid-1950 to the end of 
1951. This reviewer has expressed the opinion elsewhere that the Bank per- 
mitted considerations of debt management to interfere unduly with its re- 
sponsibilities as monetary manager, thereby sacrificing its ability to restrain 
unwarranted monetary expansion during these periods. The enforced stability 
of bond prices at premium levels was continued to the beginning of 1948. 
The same basic policy of stable and inflexible prices, but at somewhat lower 
levels, was continued to October 1950, when the inflationary consequences 
of such a policy made its further operation completely untenable. Only after 
this latter date, coinciding with the freeing of the foreign exchange rate, was 
market flexibility permitted. With the view that the Bank should have in- 
stituted restrictive monetary controls at a much earlier date, and thereby 
have taken the initiative in restraining inflationary pressures, Neufeld is in 
substantial agreement. 

Most persons will agree with the observation that it is not “justifiable to 
judge the success or failure of Bank operations wholly by the nature of 
realized economic trends, for many disrupting influences are quite beyond the 
control of the central bank.” Less support will be found for the proposition 
that in reviewing past operations, “only when an alternative practical policy 
appears more suitable than the one actually pursued [can] Bank policy be 
judged something less than a complete success [italics mine].” Assuming 
that the best practical policy has in fact been taken in a given situation, 
surely we should distinguish between the instance in which it accomplishes 
its ends, i.e., “succeeds,” and the instance when it fails to produce the desired 
results. 

Concerning the Bank’s future operations, Neufeld concludes that “the Bank 
is now in a more favorable position to draw on experience in meeting future 
problems and shaping future operations than it has ever been before.” This 
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is entirely correct, but the main issue is its relevance, and in particular, the 
question is whether, in any future period of national financial emergency, 
it will be possible for the Bank to maintain a reasonable accord between 
monetary and debt management, or whether a reversion to the monetary im- 
potence of the early postwar years is likely to occur. 

While Bank of Canada Operations will obviously be of special value to 
students with an immediate interest in Canadian economic development, it 
illustrates the difficult problems involved in monetary control in an open 
economy, and other readers will therefore find it both interesting and highly 
rewarding. 

R. Craic McIvor 

McMaster University 


Die Unvollkommenheit des Geldmarktes. By Marcet SuCHESTOW, (Winter- 
thur: P. G. Keller. 1955. Pp. 179.) 


This study of the imperfection of the money market is presented in two 
parts entitled: The Problem of the Interest Rate; and The Imperfection of 
the Money Market. In the first part, the author sharply criticizes prevailing 
interest-rate doctrines, classical, neoclassical, and Keynesian. Only a part 
of the critical attack is concerned with theorctical problems proper (logic, 
internal consistency, assumptions). In the larger remainder he rejects the 
doctrines because of their inconsistency with the reality of economic life, par- 
ticularly the imperfections of the money market. It is therefore unavoidable 
that the second part, dealing with actual money market experience, should 
contain a great deal of repetition of what has already been said in the first 
part. 

Suchestow’s theoretical criticism of interest-rate doctrines sounds more 
radical than it actually is. To be sure, he first makes the startling statement 
that capital is not a factor of production and is not productive (i.e., over and 
above the value of previous labor invested in real capital). However, this 
rejection of productivity as a basic determinant of interest is hardly more than 
a quarrel over terminology. To prove this point one need merely mention that 
he accepts Keynes’ suggestion that: “It is much preferable to speak of capital 
as having a yield over the course of its life in excess of its original cost than 
as being productive.” His further view that there exists no connection between 
the interest rate and the marginal efficiency of capital also fails to dislodge 
productivity from interest-rate theory. His attack on the time-preference the- 
ories appears more basic, but essentially follows lines of reasoning familiar 
from other writers, such as Harrod or Stackelberg. Finally, when speaking of 
the relationship between the interest rate and saving he merely goes a little 
farther than other critics of the classical doctrine that saving is a function 
of the level of interest rates. He claims the interest-rate elasticity of saving 
is practically nil for rates ranging from zero upwards to 6 per cent for the 
short run, and from 34 to 6 per cent for the long run. The 6 per cent mark 
as the starting point of the classical mechanism appears too high, especially 
for the American economy. 
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The gist of his second part is contained in the following thesis: “The market 
pattern on the basis of which the level of the interest rate is determined, 
resembles that of a dual collective monopoly; in the case of the money market 
the participants are not conscious of their monopoly decisions. The level of 
the interest rate is dependent upon the relative bargaining power conditions 
between lenders and borrowers. The entire process is artificial and subject to 
accidental circumstances” (p. 8). The study, at this stage, becomes plainly 
inductive or institutionalist and appears to frown even on the theoretical 
generalizations and rational patterns that have emerged from the theory of 
imperfect competition (as evidenced, for example, in the author’s caustic 
criticism of P. A. Samuelson and F. A. Lutz; pp. 135-47). On the supply side 
credit is said to be rationed by the banking system (including central banks) 
and in this process the interest rate allegedly is a negligible rationing device. 
The basis for this contention is furnished by recent studies which indicate 
that the average bank customer is able to obtain only a certain fixed amount 
of credit independent of the height of the interest rate which he would be 
willing to pay. Large enterprises capable of obtaining credit from a variety 
of banks, the commercial paper and other security markets, merely represent 
an exception to the rule. As factors determining the amount of credit which a 
customer can obtain, such items as the liquidity position of the bank, the 
history of the relationship between customer and bank, the customer’s credit 
rating and the purpose of the loan, are listed. On the borrowing side the im- 
portance of the interest rate is denied also, except in the case of housing loans. 
Again the author merely cites studies (by Alford and others) to substantiate 
his assertion. 

In short, the interest rate is to be viewed as an administered price, arbitrary 
in character. Its relative stability over long periods has prevented it from 
undergoing changes of sufficient magnitude to affect the total amount cf lend- 
ing or borrowing. According to Suchestow there has been no such thing as 
a revival of a classical interest-rate mechanism after the second world war, 
despite assertions to the contrary by many economists. Instead one should 
speak of a gradual death of this mechanism. The interest rate, through the 
open market, is said to merely regulate the quantity of money (liquidity 
status) of the economy. 

Unfortunately, there is not much that can be said in favor of this book. It 
does bring together a great amount of pertinent literature, and therefore will 
be helpful to students of the interest-rate and money-making problems. Also 
it serves to focus attention on gaps of knowledge and on the need for intensive 
research. That the author himself has not offered more of this type of work 
and leans so heavily on the work of others, however, is a source of disap- 
pointment. The book must have been written in a hurry, as indicated by the 
style, occasional theoretical errors, and lack of conciseness. 

W. P. 


University of Cincinnati 
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Der Konsumenten-Kredit. By Frieprici: A. Lutz. (K6ln-Berlin: Carl Hey- 
manns Verlag KG. 1954. Pp. 123.) 


Professor Lutz has provided a very valuable analysis of the subject of con- 
sumer credit. The field cries out for study and exposition by careful and 
objective scholars. Since little such work has been supplied in recent years, 
this study will be valuable not only in German-speaking countries but in all 
places where consumer credit actually or potentially plays an important role. 
It would be desirable for this study to be brought up to date and to appear 
in English. Even though one may disagree with many or all of Lutz’s con- 
clusions the clarity of his premises and reasoning should help very greatly the 
progress of thinking in a very confused field of economic analysis and social 
policy. 

The study concludes with a few minimum legislative needs in the consumer 
credit field: the instalment credit contract should be required to set forth the 
cost of credit in the form of an annual rate of interest on the unpaid balance; 
the instalment credit banks should extend their credit only in the form of 
cash; the central bank should have power to prescribe minimum down pay- 
ments and maximum maturities; the capital funds of the instalment credit 
banks should be equal to at least 10 per cent of their advances; the validity 
of an intalment contract should depend upon the signatures of both the 
husband and the wife; the buyer should be able to abrogate the contract 
within three days. 

American students may profit from study of Lutz’s analysis of the effect 
of instalment credit on the demand for various classes of goods and the effect 
on the supply of capital. He concludes that under present conditions in the 
United States and Germany, instalment credit reduces the demand for goods 
to which such credit has relatively little applicability and contributes to a 
dearth of production capital. 

He analyzes the role of instalment credit in the business cycle and finds 
that it so operates as to accentuate both the boom and the recession. He 
further concludes that control of instalment credit terms is-a desirable means 
of contributing to economic stability. While these conclusions may be correct, 
it seems to this reviewer that one or two links are missing in the chain of 
analysis. There is no demonstration that consumer credit behaves any more 
perversely in the economic cycle than does credit in general; that general 
credit controls cannot be just as effective in controlling credit in general as 
consumer credit controls could be in controlling instalment credit; that 
general credit controls are ineffective; that within the framework of effective 
control of credit in general, instalment credit will operate in a grossly unde- 
sirable fashion. It is to be hoped that Lutz will have occasion to examine 
further the behavior of consumer credit as compared with other credit in a 
setting of appropriate general monetary controls. 


HoMER JONES 


Washington, D.C. 
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An Approach to Money and Banking. By James Danpvy. (London: Staples. 
1954. New York: John de Graff. 1955. Pp. 196. $2.50.) 


The book is intended for the elementary student and the general reader. 
The operation of the present monetary and banking system in England is 
described simply, set in historical context, and explained with the admixture 
of a little monetary theory. Nostalgia for gold standard days is the principal 
aspect of the book which might arouse criticism. Though well written in gen- 
eral, the book will not be very useful to American readers. Elementary stu- 
dents will find it unappealing to learn the subject by studying the English 
monetary and banking system; and students who are interested in the English 
system will usually have sufficient background in money and banking to find 
this book too elementary for their purpose. 

M. SMITH 

University of Minnesota 


Public Finance; Fiscal Policy 


Public Works and Employment from the Local Government Point of View. 
By Eucene C. McKEAN and Harotp C. Taytor. A report of the W. E. 
Upjohn Institute for Community Research. (Chicago: Public Adminis- 
tration Service. 1955. Pp. xii, 274. $5.00.) 

Today most economists and public administrators agree that appropriate 
control of government spending can produce desired effects on gross national 
product and employment. Questions remain primarily as to means and 
techniques. In this book, McKean and Taylor examine one important fiscal 
device—the control of public works spending. They concentrate attention on 
construction outlays of state and local governments, because in the past the 
federal government has accounted directly for only a small part of total 
public works spending. Their field thus narrowed, the authors seek to deter- 
mine the effect that a stabilized (or a countercyclical) program of state and 
local construction can be expected to have on employment. The potential, 
they find, is small. 

This skeptical conclusion is based in part on the fact that public construc- 
tion employs relatively few workers. The authors estimate (p. 130) that in 
1953 new state and local construction accounted directly for only about half 
a million jobs, and federal construction for another 300,000. In addition, 
perhaps an equal number of jobs depends indirectly on public works. This 
leads to the conclusion “that employment on public works can hardly be ex- 
pected to provide a significant balance wheel in minimizing employment fluc- 
tuations throughout the economy during boom and depression” (p. 131). 
Elsewhere the point is stated in terms of GNP to show that stabilization of 
state and local construction “to the greatest degree practicable” during the 
years 1927-39 would have changed GNP by an average of less than 1 per 
cent. These calculations omit any estimate of the effects attributable to the 
operation of the multiplier. 

The authors point out the difficulties in the way of increasing the number 
of workers employed locally on public works in time of unemployment. Not 
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only do local units lack the fiscal strength to undertake a countercyclical ex- 
pansion of public works spending, but public works projects have a higher 
local cost, per unit of local employment provided, than do alternative devices 
such as work relief. Therefore, it is argued, local governments should concen- 
trate their efforts on maintaining regular municipal services at normal levels 
and rely on relief programs to meet the needs of the unemployed. They should, 
however, stand ready to cooperate in administering public works programs 
initiated by the state and federal governments. 

If local spending for public works can contribute little to stabilizing em- 
ployment, what policy should guide state and local capital outlays? The 
authors favor a “build-as-needed” program planned over a long term. This 
would eliminate the adverse effects of boom-and-bust spending on public 
works, thereby easing the job to be done by fiscal policies of the federal 
government. More important, it would avoid unnecessarily high costs of con- 
struction. They urge also, perhaps less convincingly, that these outlays be 
financed from current revenue “to the greatest extent possible during periods 
of prosperity and to the extent feasible in years of declining revenues.” 

Most of the discussion is directed toward a possible recurrence of large-scale 
unemployment as serious as that of the thirties. The authors have examined 
the history of that period and of the recent past in an effort to form plausible 
assumptions concerning this hypothetical next depression. One wonders, how- 
ever, whether they have not assumed conditions too much like those of the 
thirties. The economy of today or tomorrow probably would respond to 
unemployment in a manner far different from that of 25 years ago. For 
example, federal grants for State and local public works may reasonably be 
expected to play a far larger role in any future depression than anything 
suggested by the record of the ’thirties. In this area of speculation, the authors 
have probably been prudent to guess conservatively, but it should be noted 
that their conclusions with respect to the role of public works depend in part 
on their apparent assumption of a fairly unimaginative federal policy. 

Nevertheless, their argument is cogent and should be examined by anyone 
who is inclined to place much stress on public works spending as a balance 
wheel. Moreover, in their recommendations on local public works policy, Mc- 
Kean and Taylor have made a worth-while contribution in an area where 
policy formation is notably weak. 

FREDERICK D. STOCKER 

U.S. Department of Agriculture 


Recent Trends in Indian Finance. By R. BALAKRISHNA. (Madras: University 
of Madras. 1955. Pp. 176. Rs. 8/-.) 

The first of these six lectures shows the change wrought in public finance 
objectives by modern income analysis. The next two lectures show how these 
ideas have increasingly displaced classical precepts in the actual planning 
of India’s tax and expenditure program. The fourth lecture points out needed 
reforms in India’s tax structure, many of which have since been recom- 
mended by the Taxation Enquiry Commission. The final lecture assesses the 
financial soundness of the Five-Year Plan while advocating a generous use 
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of deficit financing for future developmental expenditures. 

The Congress Party before independence advocated a very progressive tax 
policy to relieve the burden of the poor. In the first national budget which 
they controlled (1947) egalitarian philosophy dictated a drastic revision of 
the tax structure, but the effects on incentive and production threatened 
disaster. It is interesting that after the British left and the Congress became 
fully responsible for national welfare, they spent five years making the tax 
structure increasingly less progressive! 

Public finance policy since the war can be divided into three periods. Dur- 
ing the first three years policy-makers feared a recession following the war 
and so pursued a policy of deficit financing. By 1949-50 the inflation was so 
persistent that policy was reoriented to control it, and for one year a small 
surplus was achieved. Since 1951 tax and expenditure policy has been 
geared to the Five-Year Program of development, using deficit financing and 
taxes to encourage and guide investment in the private sector as well as to 
provide funds for public development projects. 

The lectures are well integrated and form one continuous whole, although 
the lecture form of presentation makes some repetition almost inevitable. The 
theme is well expressed and clearly presented while the theoretical framework 
is always apparent during institutional discussions. There are a few points 
of interpretation which this reviewer must question. In light of the recent 
literature it is too easily assumed (p. 7) that a redistribution of income would 
lead to a marked increase in consumption, though Indian conditions may 
warrant this assumption. He argues that excise taxes restrict consumption 
less than do income taxes of the same amount (p. 21) although he has 
stated the correct position elsewhere on the same page. In one passage an 
increase in the propensity to consume seems to be confused with an increase in 
total consumption (p. 30). Although a balanced position is stated in the 
opening lecture, in later institutional discussions he leaves the impression that 
the new fiscal policy based on Keynesian ideas involves running a govern- 
ment deficit under almost all circumstances including times of inflation (p. 
70, 79). In at least one passage (p. 169) it is stated that deficit financing based 
on individual loans cannot be inflationary; this would seem to involve the un- 
warranted assumption that hoarders never buy government bonds. 

In spite of these minor difficulties this is one of the more constructive dis- 
cussions of Indian finance that this reviewer has seen. It is particularly help- 
ful in bringing light rather than heat to the discussion of developmental 
finance. 

Witus D. WEATHERYORD 

Swarthmore College 


International Economics 


The Theory of International Economic Policy. Vol. 11, Trade and Weljare 
and Mathematical Supplement. By J. E. Meape. (New York: Oxford 
University Press. 1955. Pp. xiv, 618; viii, 128. $7.20; $4.00.) 

This is a stupendous exercise in international price and distribution theory, 
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and a systematic demonstration of a technique of welfare analysis that the 
author has developed with acknowledged stimulation from an article by J. M. 
Fleming. As in The Balance of Payments, but more relentlessly if possible, 
Professor Meade explores every conceivable subheading under an outline that 
must have been checked electronically for completeness. The result is monu- 
mental, sobering, and fairly exasperating. 

The exasperation comes from the author’s impeccably patient and unre- 
lieved thoroughness of presentation, from his use of arithmetical examples 
that are unsurpassable for lucidity but terribly slow for those who think they 
know what he is getting at, from his refusal to make contact with other 
literature, and from his failure to mark out or signal in advance the many 
original results that populate the book and make it impossible to do much 
skipping. All conclusions, the familiar and the surprising, are ground out in 
indiscriminate and nonclimactic fashion. 

The book is monumental because it does so much so competently. Meade 
has gathered up most of the contents of the dozen or so best-known articles 
on the gains from trade, the terms of trade, and the effects of trade on factor 
earnings; and he has gone on to anticipate the next dozen, simultaneously 
precluding tens of dissertations, notes, and minor controversies that would 
eventually have appeared in the journals if Meade had not disposed of them. 
Part II, ‘“‘The Control of Trade,” is a comprehensive and integrated restate- 
ment of traditional trade theory with substantial additions by the author; 
Part III, “The Control of Factor Movements,” contains some very original 
chapters; Part IV, “Multilateral Trade,” is a brilliant denouement of much 
inconciusive and sometimes aimless literature on trade discrimination, espe- 
cially when taken together with the corresponding chapter in the Mathe- 
matical Supplement. On Part I, more below. 

The book is sobering because it shows some of the tedium of economic 
theory. Here are puzzles and potential controversies that might have come 
alive in the journals (and some that did) and that would have stayed in 
our minds; but when catalogued so competently they have the lasting interest 
of the hundred best after-dinner speeches gathered into an anthology. It is 
chastening to discover how much of one’s interest in analytical problems lay 
only in the fun of solving them. Meade has called our bluff, and spoiled the 
puzzles by publishing their solutions. 

The book is a masterpiece of traditional architecture, highly original in 
detail but thoroughly orthodox in all its empirical premises and value judg- 
ments. Meade himself is concerned (in the preface) with whether “the whole 
enterprise is a waste of time or not.” He was accused of sheer taxonomy for 
his earlier volume, and he admits his confidence is somewhat shaken. I think 
he need not have been much concerned, if only because the detailed mapping 
of elasticity combinations was going to be done anyway, in a more laborious 
and less well organized way. Meade has both comparative advantage and 
economies of scale in favor of the enterprise as he did it. It is a service, even 
if judged only a preclusive one. (And such a judgment would be extreme.) 

The welfare calculus developed in Part I and used throughout the book 
is interesting, valuable, and simple. Its main features are that it allows 
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explicitly for income redistribution, and that it allows explicitly for imperfect 
policies or institutions throughout the economy. The former allowance is 
made by the use of “distributional weights” assigned to the various groups 
affected by a policy. (These weights are identified, unnecessarily and con- 
fusingly, as “marginal utilities” of income when they are first introduced, p. 
70; but they can be interpreted more flexibly, and in fact they are at various 
places in the book.) Imperfections are handled by the concept of “divergen- 
cies” of marginal cost and marginal benefit, all of which are expressed as 
ad valorem percentages; they include taxes, subsidies, external economies or 
diseconomies, monopoly pricing, etc. Combining the ad valorem marginal 
divergencies with elasticities that indicate the relative sizes of marginal ad- 
justments, and weighting them all for the distributional groups affected, an 
index of the net change in aggregate welfare is obtained for any policy or 
event under discussion. I think it is a logically valid one for considering 
marginal adjustments, as long as the customary (but not necessarily plausi- 
ble) assumptions are made about what enters individual preference systems. 
While the distributional weights are given almost no empirical content, they 
are a valuable formal device nevertheless for keeping income distribution from 
dropping out of welfare analysis altogether. It is an expository omission of 
the book that the essentially marginal nature of the distributional weights is 
not emphasized, in fact not even clearly stated anywhere; in the occasional 
discussion of “structural” (meaning “nonmarginal”) adjustments the omis- 
sion is unfortunate. 

The entire book is organized around this technique of welfare analysis; 
the theoretical questions are always formulated in terms of effects on aggre- 
gate welfare. But by weighting foreigners with zeros one has “optimum tariff” 
analysis; with positive but divergent weights one has redistributive prefer- 
ences; and with uniform weights one has marginal “efficiency” analysis. The 
welfare orientation is therefore no limitation on the analysis, but rather an 
organizing principle. It does more than organize, however; it is the key to 
Meade’s handling of trade discrimination, and of nearly all the other prob- 
lems of adjustments in a world that is, in terms of competitive price equilib- 
rium, imperfect. It is a great help to his good discussion of fiscal policies 
in relation to factor movements in Chapter 25 (and again in Chapter 29), 
and is essential to his treatment of the distributional argument for factor 
controls in Chapter 27. Incidentally, the reviewer found it frequently helpful 
to construe Meade’s marginal cost-benefit divergencies as ad valorem taxes; 
if one does so, the marginal change in aggregate welfare becomes equivalent 
to a marginal change in net revenue, and several unfamiliar welfare paradoxes 
become rather plausible propositions in public finance. Since Meade only 
considers discrepancies that behave like ad valorem taxes, this translation is 
usually applicable. 

The technique of analysis is developed for nearly the whole first quarter of 
the book. The nearest there is to a brief summary of the method is Chapter 2 
of the Mathematical Supplement; otherwise, Chapter 5 on “The Marginal 
Condition for Utopian Equity” and Chapter 7 on “The Marginal Conditions 
for Second-Best” contain the most distinctive parts of the method. I was 
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puzzled, during Chapter 5 and throughout much of the book, by Meade’s in- 
sistence that equity and efficiency considerations cannot be separated, al- 
though he himself continually separated them (usually through the device of 
assuming uniform distributional weights). I think the reconciliation is sug- 
gested in the language on page 71 which, unfortunately, is not employed 
elsewhere. “An attempt has been made in the past to divorce decisions about 
policies for economic efficiency totally from decisions about policies for eco- 
nomic equity. . . .” The italics are mine; and I think if one reads “decisions” 
for “analysis” in the many statements that deny the possibility of separation, 
it becomes clear that alternate pages were not necessarily written by two 
different people. And when Meade speaks of the “essential irrelevance of the 
compensation principle” in welfare economics (p. 78), he evidently has in 
mind (although he never defines the “principle”) a rule for policy decision 
and not an analytical distinction. (The point of his “irrelevance” remark is 
excellent and deserves emphasis: that a perfectly efficient means of re- 
distributing income should not be taken for granted and in fact is seldom 
available. ) 

On the whole, Part I is the weakest and least careful, especially the critical 
Chapter 5 and the expendable Chapter 6. The latter chapter says, “Now, as 
we have seen in the preceding chapter, if all citizens have the same tastes and 
needs, economic welfare will be maximized only when there is an equal 
distribution of income” (p. 90). But all we saw in the preceding chapter is 
that “most people would agree that to give a crust to a starving beggar would 
give more satisfaction than to give it to a rich and replete alderman returning 
from a City dinner” (p. 68). And in Chapter 6 on optimum population and 
optimum saving, the objective of ‘total welfare” is established mainly by com- 
paring it with maximum welfare per head, and doing so in a manner that 
treats not being born the same as being “blotted out” (p. 87). In fact the 
whole mechanical discussion is about animals rather than people: nobody 
fears death, grieves for lost friends, or loves children. Actually, the whole 
of Chapter 6 might better have been left out; there is a logical need for it, 
but its only contribution is to some parts of the chapters on factor movements, 
and the contribution there is very small. 

The Mathematical Supplement is useful. Aside from Chapter 2, which 
describes the analytical method, Chapters 3-5, 17, 18, and 20 are probably 
the most worth while, with perhaps a few of the middle chapters taken at 
random. The analysis involves only ordinary differential calculus; the 
manipulation of equations can be mastered with patience; the approach is 
straightforward and familiar; and the organization and verbal rationalization 
are very good. But the Supplement is not a quick way to consume the book. 
In the first place it is not quick. In the second place, the book and the 
supplement are not equivalent in coverage; the mathematical work is nat- 
urally somewhat more general, but the contents of the other are more com- 
plete. The Supplement would probably make an excellent text for part of a 
graduate course in mathematical economics; and that, I think, is the only 
excuse for its separate publication, which brings the total cost to $11.20. 

There are a few errors in the verbal interpretation of the mathematical 
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results. I think one occurs at both top and bottom of page 30; it lies in the 
paradox that—as long as only infinitesimal changes are considered—it may 
always help to reduce a tariff but never hurt to impose one. On the side of a 
smooth hill some route leads up, but on top of a smooth hill no route leads 
down. The asymmetry arises because we do not, with differential calculus, 
analyze the imposition and removal of taxes; we analyze the imposition of 
an infinitely small one and the reduction of a finite one (however small it 
may be) by an infinitely small amount. Meade’s conclusion is correct, but it 
takes second derivatives to show that there is anything wrong with moving 
away from a smooth optimum. 

There seems to be another error of interpretation on pages 106-07 of the 
Supplement. The conclusion has just been reached that, for labor to gain 
from a tariff, one particular fraction must be greater than another, the 
fractions being the labor-income shares in the costs of production. The para- 
dox is derived that, “for a small duty to do the most good,” the one fraction 
should be greater than the other “but only just greater’’; i.e., the smaller the 
difference the greater the gain, but not if the difference is zero. But what 
Meade has is the limiting value of the ratio of labor’s gain to the size of 
the tariff; and labor does not live off ratios but off gains. The correct con- 
clusion is not that a small duty “would have an immensely more favorable 
effect upon the distribution of incorne” when the differences between the 
fractions is small; it is that whatever small gain can be got from a tariff 
when the difference is small, it takes only an “immensely” small tariff to get 
it. An analogy is two pay scales, one making wages proportionate to the 
square of the hours worked and the other proportionate to the square root; 
the higher hourly rate on a few minutes of work can be earned at the square- 
root rate, but the square is the more favorable if one wants money. 

These slips are minor errors in a very careful book, and are only mentioned 
here to save readers like me the time I spent over them, and to warn of the 
occasional treachery of analysis based on first derivatives. 

To strike a balance: the book is a masterful exercise in pure logic, sum- 
marizing and greatly extending a particular part of international trade theory 
and contributing a worth-while improvement to the technique of “welfare” 
analysis. It can be judged too narrow and traditional; but for what it is, 
rather than for what it is not, it is a landmark in creative codification. It can 
be judged too pedestrian in its pace, too time-consuming, and too little 
exciting; but excitement aside, the book undoubtedly provides the quickest 
way to work through the subject, slow as it seems during reading. We can 
wish the author had found legitimate ways to add flavor; but in the end we 
must grudgingly admit that Meade has simply dosed us to surfeit with our own 
medicine. 

T. C. ScHELLING 

Yale University 


The Terms of Trade—a European Case Study. By Cuarvtes P. Kinpir- 
BERGER. (Cambridge: Technology Press, M.I.T. New York: John Wiley 
and Sons. 1956. Pp. xx, 382. $9.00.) 

The research project, the results of which are presented in this volume, 
was undertaken by Professor Kindleberger, assisted by Herman G. van der 
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Tak and Jaroslav Vanek, working as guests of the Economic Commission for 
Europe in Geneva. 

The work falls into two parts: 

1. Two substantial bodies of new statistical data have been prepared and 
presented. (See Chs. 2 and 3 and Appendices A and B.) “One is an annual 
series from 1870 to 1952 of the terms of trade of eight countries of industrial 
Europe with the outside world,” “trade” being here taken to comprise invisi- 
ble as well as visible trade. “The other is a detailed index of merchandise ex- 
ports and import prices by commodity groups and by geographical areas for 
certain key years.” 

2. This new material has been exploited in the analysis and elucidation of 
certain problems. Chapters 4 to 7 treat short-term problems, in particular 
the effect on terms of trade of tariffs, export taxes, import quotas, bulk buy- 
ing, commodity agreements, dual pricing, and private price discrimination, 
of exchange depreciation and appreciation, of capital movements, and of the 
business cycle. Kindleberger then turns from the short run, and in Chapter 
8 deals with the effect on the terms of trade of long-run changes in demand, 
due for example to changes in tastes, in technology, in population or in real 
income. Chapter 9, complementary to 8, is mainly a discussion of the long- 
run conditions of supply in different industries and areas, #.e., broadly speak- 
ing, the operation of increasing or of diminishing returns. There follow chap- 
ters on the effect of economic development on the terms of trade, on the terms 
of trade between primary products and manufactures, and on the effect of 
the terms of trade on the balance of payments and on the national income. 
A final chapter summarizes the conclusions. 

It should not be inferred that the mine of new statistical material is 
exploited to the point of exhaustion by the various studies of particular prob- 
lems presented in Chapters 3 to 12 inclusive. On the contrary, it is likely 
that the new data will in the future be constantly drawn upon by researchers 
in the field of international economics. 

On the whole, Kindieberger’s own studies are valuable in clearing the 
ground, rather than in raising a crop of positive conclusions. He is able to 
show us that contemporary views on almost all aspects of international 
economics are based upon, or imply, propositions involving the terms of 
trade and that these propositions are sometimes mutually contradictory and 
almost always open to criticism on the ground of being either a priori reason- 
ing (sometimes faulty) from unjustifiable assumptions, or glib generaliza- 
tions based on inadequate or inaccurate data. In the very fair appraisal of his 
own work which he gives us in his final chapter, the author makes only the 
following modest claim for his positive contributions: “Despite the fact that 
nothing has been proved and little disproved, and that the evidence is am- 
biguous on many points, some hypotheses emerge with a fair degree of 
clarity.” (Unfortunately, these hypotheses do not lend themselves to sum- 
mary in a review). 

This is a very scholarly book: lucid, erudite and closely argued. If the 
yield of positive conclusions be thought unduly meagre, the blame lies not 
with the author; but with the intractable nature of the subject of his studies. 


BRIAN TEW 
University of Nottingham 
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World Commerce and Governments: Trends and Outlook. By W. S. Woy- 
TINsky and E. S. Woytinsky. (New York: Twentieth Century Fund. 
1955. Pp. lii, 907, xxxvii. $10.00.) 

This large book, 907 large pages printed in double column, is a companion 
to the equally monumental volume, World Population and Production, pub- 
lished in 1953. The whole venture represents eight years work by the authors. 
The text of this volume is supported by 291 tables and 166 maps, charts and 
diagrams. The first impression of such a vast undertaking must be one of 
admiration for the courage and persistence of authors who would undertake 
such a venture and carry it to completion. The scope of their work is perhaps 
best indicated by the bibliography which runs to 24 closely printed pages, to 
which constant reference is made throughout the text. This is truly a work of 
erudition. 

The subject matter is divided into three approximately equal parts dealing 
with Trade, Transportaticn and Governments. Primarily the treatment con- 
sists of the collection, arrangement and explanation of existing statistical 
material. On such a vast scale of operation there is no place for primary 
investigation or even for critical evaluation of sources. Reference is made at 
times to theoretical studies, but this is not the book in which to look for 
modern methods of economic analysis or exposition of theory as now taught. 
The objective of the authors has been to bring together in one volume the 
vast amount of material scattered in official and private publications, reduce 
this material to order, and present it as far as possible in comparative form. 
Anyone who has tried to work with international materials will realize that 
this was a Herculean task calling for dogged persistence and unflagging in- 
dustry. 

The Woytinskys are competent craftsmen. Their tabular and diagrammatic 
material is carefully and attractively presented. Their net has been cast very 
wide. In the very first chapter, “Trade in the World Economy,” one is a 
little startled to find not only essays on ancient, medieval and modern trade, 
but statistics of occupation in local as well as international trade in many 
countries. In the last chapter on “International Cooperation,” the story and 
the tables begin with antiquity and come rapidly up through the Napoleonic 
war to the second world war and after. Alliances, arbitration, the Brussels 
Union, the League of Nations, the International Labor Organization and the 
specialized agencies are covered, but so is Economic Cooperation Administra- 
tion, Mutual Security Agency, International Cooperation Administration, and 
European integration. This is the case throughout the book—the wide-cast 
net catches many varieties of information on large and small, important and 
less important, matters. 

The results of course are uneven. Some of the material gathered is curious 
rather than operative for working purposes. One wonders how many readers, 
other than the reviewers, will read steadily through such a mass of figures 
and comment. An encyclopedic work of this character must inevitably suffer 
from many handicaps. The statistical base is incomplete and to some extent 
fragmentary. Much of it is of dubious accuracy for research purposes. Before 
analysis can distill meaning from such masses of uncoordinated data, the 
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analyst must go back to the sources to discover definitions, methods of com- 
pilation, and reliability of the data used. 

This is not a reflection on the authors. The Woytinskys are competent, 
obviously industrious, encyclopedic and catholic in their fact-gathering. And 
yet the result is confusing. The architectural plan of this work is symmetri- 
cal, but the available material will not sustain it. The result inevitably is 
sorted heaps of materials rather than a structure which has meaning. There 
is much curious information. Some of the essays are illuminating. But on 
many important matters such as the commodity structure of trade or its geo- 
graphical distribution, for example, a brave beginning at synthetic explana- 
tion has generally to fall back upon descriptive detail. The fact is that with 
all the masses of figures that pour from official printing presses, we do not 
have essential and meaningful measurements. There are too many answers 
and not enough questions in economic descriptive material to enable even 
the Woytinskys to make much sense out of the tomes they have gutted. Too 
often they are forced to vagueness, e.g., “Much of this wealth is privately 
owned, the rest publicly” (p. 316). 

Moreover the figures are dated, and often badly dated. Much of the ma- 
terial on the structure of trade, for example, is taken from Hilgerdt’s ex- 
cellent study of the structure in 1938. This reviewer found himself wondering 
about this dating in reading the long chapter on Colonial Empires. Is it 
certain, as the authors twice state (pp. 635 and 659), that the Anglo- 
Egyptian Sudan—which since they wrote has gained its independence—must 
eventually be united with Egypt? There is a curious listing (p. 635), “Aus- 
tralia, New Zealand and Tasmania,” though Tasmania has been an integral 
part of the Commonwealth of Australia since federation in 1900. A page or 
two further on Palestine (excluding Israel) is mentioned with the date 1950. 
Events move fast in the colonial world, but there was no Palestine after the 
British mandate was surrendered. These are trifles cited only to illustrate the 
difficulty of compassing the task the authors set themselves, worldwide and 
ranging from antiquity to modern times. Incidentally, there is only slight 
reference to the new Soviet colonialism. On such a vast canvas, there is 
bound to be unevenness in detail; but one wonders whether the same amount 
of conscientious and skilled effort devoted to more penetrating and critical 
analysis of the current statistical material, perhaps more limited as to subject, 
might not have yielded more economic fruit. 

The labor, however, will not be fruitless. Students in search of material for 
themes will find this book. On many subjects their teachers will go to it for 
a preliminary survey and find some excellent and provocative material. But 
one would guess that the most useful part of the book, and the part that will 
wear longest, will be the bibliography. The mature scholar is not likely to 
rely on the necessarily abbreviated summaries of the vast variety of topics 
treated. He will find it convenient to have some materials gathered for him 
and some of the summaries will give him a start and grist to work on; but 
as he comes to grip with his questions he will go to the sources so admirably 
listed. 

J. B. ConDLIFFE 


University of California, Berkeley 
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International Banking and Foreign Trade. (London: Europa, for the Insti- 
tute of Bankers. 1955. Pp. 226. 20s.) 


These lectures delivered at the eighth international banking summer school 
at Oxford in September 1955 can be conveniently classified under three 
headings: (1) postwar developments in world trade, capital movements, and 
payments; (2) postwar monetary policies of six continental European coun- 
tries; and (3) business aspects of foreign trading, including state assistance, 
insurance aids, shipping and air services, and commercial law. This short 
review will be centered on items in groups (1) and (2), on the assumption 
that they will be of more interest to economists generally than the lectures 
included under group (3). 

The first group of lectures includes a brief survey of world resources by 

L. Dudley Stamp; some reflections on the International Trade Organization 
and General Agreement on Tariffs and Trade by one who participated in 
many of the negotiations, L. P. Thompson-McCausland, advisor to the 
Governors of the Bank of England; a sage appraisal by W. F. Crick of the 
nature of postwar capital movements and why and how they differ from 
novements before the second world war; and an interesting summary of 
the development of exchange and payments controls, especially since 1954, 
by Paul Bareau. Crick emphasizes the new importance of government in the 
flow of capital, not only in providing capital but also in supervising closely 
the uses made of private capital. Bareau, on the other hand, shows how 
government controls on capital movements have been and are being evaded: 
the transfer of sterling from a British resident to a Kuwait account which 
may in fact be run by a small financial institution on the continent and used 
for the importation of Swiss watches or French perfume, or the conversion 
of Kuwait dollars into resident sterling, not at the official rate but on the 
security or transferable-sterling market in Zurich; or the traditional evasion 
by commodity-shunting, which is explained in careful detail by Bareau. 
3areau is an acute and experienced observer of international financial practices 
and his lecture published here will be of interest and use to all who are 
interested in these matters. 

Of the group of three lectures on postwar continental monetary policies, 
one stands out: the comparison of Belgian and Dutch policy by Louis Camu. 
The study of French, Italian, and Swiss policies by Guido Carli is a useful 
summary of principal developments, largely in France and Italy. Hermann J. 
Abs’ brief picture of German monetary developments as they have affected 
foreign trade is largely a justification of long-term German export credits. 
Camu’s study of the Benelux countries, however, is an especially interesting 
analysis of the relationship of monetary policies in the two main countries as 
they have affected the problem of economic union. Union was agreed upon 
in 1944, but Belgium stabilized early in the postwar period, the process being 
largely completed by 1948. The Netherlands, on the other hand, with more 
extensive planning tried to do more, and inflationary pressure lasted longer, 
with special problems for the balance of payments. Belgium was ready for 
extensive steps toward union between 1948 and 1950. But by the time the 
Dutch economy achieved sufficient strength and stability to move in this 
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direction without fearing a flood of Belgian goods, the Belgians had become 
worried about the considerably lower wage level and vastly increased produc- 
tivity in the Netherlands and what might thus ensue from union, neither 
country being ready to alter again the value of its exchange. Camu’s interest- 
ing story points again to the difficulties which prevent the growth of customs 
unions—often talked about but thus far seldom put into practice. 

A series of diverse lectures or essays such as are included in this volume is 
necessarily uneven. The Institute of Bankers has published volumes before. 
The latest collection appears to this reviewer to contain a good bit which is 
even better than the best of previous volumes. 

Pritie W. BELL 
Haverford College 


International Trade and Payments. By H. W. J. W1yNuoLbs. (Pretoria: 
Academic Press. [1955.] Pp. xiii, 181.) 

Professor Wijnholds’ principal objective—a “concise survey” of interna- 
tional economics for the undergraduate—will be praised by those who protest 
against what they consider the long and often needlessly complex texts in 
this field. Whether they will be satisfied with this short book will, of course, 
depend upon their personal preferences. Regardless of their preferences they 
will agree that the book is well written. And they will probably also agree that 
despite its brevity, it includes generally acceptable presentations of the usual 
topics found in the longer traditional texts. 

In organization, this text follows the long-established, familiar procedure 
of beginning with an explanation of why trade occurs, and then discussing 
the balance of payments, exchange rates, and the processes by which equilib- 
rium is attained under different assumed monetary systems. The book ends 
with a section of six chapters devoted to commercial policy. 

In the chapter titled, “The Explanation of International Trade,” Wijnholds 
recommends that, “The law of comparative costs as the governing principle 
of international and interregional trade, should be replaced by the ‘law of 
comparative returns’” (p. 25, italics in original). This follows from an earlier 
observation that prices of internationally traded goods are the same in all 
markets (after allowance for transportation charges). He then states, “The 
starting point must be the price of the commoditics, which is determined by 
their utility to the consumer. Prices are the only things we may accept as 
data, Everything else has to be derived therefrom” (p. 22, italics in original). 
Although Wijnholds admits that “difference in ability (more or less hours’ 
labour to produce goods) plays a part, ... the price is the decisive factor. 
Every country (person within a country) aims at the highest reward per unit 
for labour or, including land and capital, per unit of production effort” (p. 
25). Alert undergraduates will probably wonder if the producers of x and y 
in England and the U.S.A. in any way influence the prices of x and y and, 
if so, where they get the money to back their utility-based bids for these 
goods. 

Some readers, accustomed to the usual definition of balance-of-payments 
equilibrium will be disturbed by the statement that “extension of credit and 
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shipment of gold . . . may be necessary at any time for restoring equilibrium 
of the balance of payments” (p. 28), or by the assertion—‘If international 
trade and payments are free, the balance of payments of any one country is 
in equilibrium with those of the rest of the world” (p. 85, italics in original), 
or by “Strictly speaking the balance of payments is always in equilibrium if, 
at least, one includes the so-called equilibriating transactions” (p. 99). 
Though Wijnholds’ meaning of equilibrium is clear, his special use of this 
word is a distressing example of an unfortunate semantic difficulty that 
plagues economics in general and international economics in particular. 

The brief, admirably written sections on commercial and financial policy 
are for the most part straightforward accounts of recent developments in 
these areas. Exchange control, devaluation, exchange stabilization, bilateral 
trade arrangements, dumping, tariffs, quotas, and foreign aid are among the 
items examined in a succinct and often sophisticated manner. 

Writing about policy is always difficult because of the value judgments, 
implicit and explicit, that must be employed. Each reader, therefore, will 
praise points of agreement with the author and reprove him for points of 
disagreement. Many readers, however, will no doubt be bothered a bit by the 
use of expressions such as “a reasonably short time” (p. 107) and “unreason- 
ably high” (p. 151), particularly in view of Wijnholds’ prefatory remark 
that he is aiming “at a thoroughly scientific analysis of the various problems 
involved” (p. vi). ; 

Unfortunately for the author, the remarks I have made, admittedly care- 
fully selected from a large number I could have set down here, do not add up 
to a “favorable” review. The comments omitted would not have changed its 
character. Yet the book has certain impressive elements of strength. At a 
fairly high undergraduate level it does cover a wide range of important topics 
within the space of very few pages. And the author has succeeded in enabling 
the student to “see clearly the line of main argument at every stage, with- 
out being diverted from the subject by all kinds of details and expatiations” 
(p. vi). 

If one were to guess why the book is marred by a number of annoying 
shortcomings, he might suspect that Wijnholds did not have the benefit of 
critical readings by qualified colleagues before committing the manuscript 
to print. None is mentioned as having helped. 

Wytze Gorter 

University of California, Los Angeles 


The Theory of Customs Unions. By J. E. Meape, (Amsterdam: North- 
Holland Publishing Company. 1955. Pp. 121. $2.00.) 

This book contains the first series of lectures given under the auspices of 
the Foundation set up in honor of Professor F. de Vries, who was appointed 
the first professor of economics at the Netherlands School of Economics in 
1913. Although little known in North America, de Vries has had great influ- 
ence in the Netherlands mainly through the guidance and training of his 
students but also, in later life, through playing an important role in public 
affairs. The Foundation was established by his students on the occasion of his 
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seventieth birthday with the aim of inviting prominent economists to give 
a series of lectures on theoretical subjects. Professor Meade’s lectures were 
the first in the series. If the quality of the lectures is maintained on the same 
level as established by Meade, a useful service will be provided to economists 
in the Netherlands and the English-speaking world. 

This book is primarily an analysis of the economics of a custom union 
focused upon the problem of whether removal of trade barriers between two 
or more partner countries leads to a more economic use of the world’s re- 
sources. The various techniques by which countries in a custom union may 
maintain balance-of-payments equilibrium with each other and the outside 
world are briefly examined. The essential problem is that free trade between 
members of the union creates the need for some coordination of policies to 
control the balance of payments of each of the members since it opens up 
the possibilities of transit trade between them. Meade discusses the various 
possibilities—internal monetary and fiscal weapons, import and exchange 
controls, and changes in the exchange rate—and the problem of coordinating 
the policies of the partner countries of the union. The advantages of flexible 
exchange rates in permitting national autonomy are emphasized. 

The major portion of the book is devoted to an examination of the possible 
effects on trade of the formation of a customs union. Beginning with Viner’s 
earlier analysis in The Customs Union Issue, Meade carefully sets forth in 
a series of numerical examples various circumstances in which the “trade- 
creating” effects on exports and imports surpass, or are exceeded by, the 
“trade-diverting” effects of the customs union. In the process he adds “trade 
expansion” considerations arising from the effects of price changes on the 
amounts demanded and supplied both domestically and abroad, and devises ‘ 
a method of measuring the gains and losses in welfare resulting from shifts in 
trade. As is to be expected, the conclusions are very tentative. The effects on 
trade and welfare are dependent upon the particular circumstances of the 
countries forming the union. No easy generalization is possible, even from 
a strictly economic point of view, that customs unions will inevitably im- 
prove economic welfare. 

The type of analysis exemplified by this book seems a worth-while exer- 
cise. It has the advantage of illustrating some of the problems associated with 
the use of economic tools in discussions of current problems. Anyone working 
in the field of welfare economics would do well, for example, to ponder why 
Meade finds it necessary to resort to what he describes as a “utilitarian 
calculus which . . . is almost, if not quite, of the cardinal instead of the 
ordinal variety.” While the economist working in pure theory may believe 
the book is too “practical,” it should serve, on the other hand, as some check 
on the type of arguments that have been used with considerable effect to 
justify regional groupings. 

At one point in the book, Meade discusses the problem of the removal of 
quantitative restrictions as a means of forming a customs union. While the 
discussion is fruitful as far as it goes, it poses more problems than it solves. 
Like the book itself, this section suggests the need for a full-fledged analysis 
of areas or groups containing countries which discriminate in their trade and 
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exchange policies in favor of each other. The experience of Benelux, the Iron 
and Steel Community, the sterling area, the Organization for European 
Economic Co-operation and the trading arrangements being worked out at 
the present time by Latin American countries with groups of European coun- 
tries should provide ample material for such a study. 
W. Joun R. WoopLey 
Washington, D.C. 


Industrial Organization; Government and Business; 
Industry Studies 


Monopoly in America; The Government as Promotor. By WALTER ADAMS 
and Horace M. Gray. (New York: Macmillan. 1955. Pp. xv, 221. $3.50.) 
This book, together with the thesis which it develops, stands as a landmark 
in the field of public policy. It reapplies for modern times the lessons of his- 
tory that “government should desist from grants of privilege that favor 
monopoly and jeopardize competition.” 
Through a series of chapters on commission regulation, tax and expendi- 
ture policies, procurement for defense, disposal of surplus property, and 


legislation on atomic energy, Professors Adams and Gray present a scholarly — 


analysis of recent governmental policies and their impact on monopoly and 
economic concentration. Many of our contemporary forms and supports 
of monopoly, their findings indicate, are the result of shortsighted, uninformed, 
or corrupt exercises of governmental power. 

The facts on governmental favors are sometimes used to confuse current 
thought and action on monopoly. In varying ways, it is observed, present-day 
controls—in the regulatory commissions, in procurement for defense, in 
preferential tax treatment, and so forth—-have served to create monopoly. 
This proves, it is pointed out, that we should have very little, if any, inter- 
vention in business. More government can only mean more restrictions, more 
stagnation, and more chaos. Adams and Gray show, however, that there are 
two distinct situations and two requisite policies. The one calls for govern- 
ment to refrain from granting special privileges and exercising restraints that 
discourage enterprise, reduce production, and raise prices to the public. The 
other calls for positive action in dissolving monopolistic mergers, limiting 
corporate powers in the public interest, and outlawing injurious price dis- 
crimination. A policy of laissez-faire serves to promote competition when it 
causes government to desist from granting special privileges. But Jaissez- 
faire is destructive of competition when it permits the many monopolistic 
practices which permeate our economy today. 

By abolishing special privileges which restrict enterprise and by acting 
positively to create competition, the authors ably show, big government can 
gradually be reduced. In place of governmental favors and restraints, coupled 
with burdensome administrative machinery, the mechanism of competition 
can be established to promote high-level production and fair prices and 
incomes. 
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Adams and Gray accept presently available antitrust remedies for creating 
economic competition. These techniques are ready for application if the 
executive, legislative and judicial branches of government, as well as the pub- 
lic, have the will and desire to use them. The main problem today, the authors 
rightly observe, is that of recognizing that competition is not a “natural,” self- 
realizing institution. Rather it is a mechanism which must be purposefully 
created and maintained. “The basic need here as elsewhere,” the authors con- 
clude, “is a change in approach, an attempt to make competition a funda- 
mental and, in most cases, controlling element in administrative decisions.” 
In bringing this basic truth to the public, richly documented with fresh con- 
temporary data, Adams and Gray have rendered a distinct public service. 
VERNON A. MuND 
University of Washington 


The Canadian Nickel Industry--A Study in Market Control and Public 
Policy. By O. W. Matn. (Toronto: University of Toronto Press. 1955. 
Pp. ix, 168. $3.25.) 

Economists will not be surprised to hear that the author considers his 
research “essentially a study in monopoly,” but they may be curious when 
they read his conclusion: “Thus in the long run, the level of production was 
higher because of monopolistic control” (p. 133). 

The purpose of the study, which was undertaken with the financial assist- 
ance of the Canadian Social Science Research Council, was to examine the 
behavior “under conditions of uncertainty, of a firm with monopoly control 
over markets and prices.” It is not intended as an historical piece but rather 
as an analytical study of an industry in its historical evolution. The author 
believes that the conclusions postulated by the static theory of monopoly, 
which at best he feels have limited application to the real world, become less 
and less relevant as uncertainty about the nature of future changes in the 
industry increases. 

The ten chapters of the book begin with the discovery of nickel-copper ore 
in the Sudbury region of Canada in 1883 and the origin of the Canadian 
Copper Company, the first producer in the area, and end with the Canadian 
industry producing 90 per cent of the world’s nickel (practically all of the 
United States supply) and with the lion’s share of the proven reserves and 
total production under the control of the International Nickel Company of 
Canada. The latter nevertheless tolerates two small but sure-footed competi- 
tors, Falconbridge Nickel Mines which began operations in 1928, and 
Sherritt-Gordon which began operation in 1954 with the aid of a liberal 
purchase contract from the United States government. 

The account progresses by easy stages and is well documented throughout. 
Greatest reliance is on government publications and periodical literature. No 
one will deny that the author has combed a great many sources for his facts 
and that he makes effective use of them, but some may wonder if a little 
too much reliance is occasionally put on such evidence as newspaper stories. 
The most disconcerting thing the reader will experience, however, is the con- 
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stant necessity of turning to the back of the book for the footnotes. Yet it 
is worth while, for they contain much interesting information. 

The factors responsible for the growth of monopoly and the efforts to 
maintain it over the 70-year history of the industry are clearly set forth. 
“Tf a single factor may be determined as the basis for monopoly,” concludes 
the author, “it will be the market connections enjoyed by Canadian Copper.”’ 
The original strength of Canadian Copper grew out of a mutually exclusive 
purchase and sale agreement with the Orford Company which, in turn, had 
a patent control over one of the best refining processes then known, held 
contracts to supply most of the United States market, and enjoyed a growing 
market abroad as a result of its price war with foreign producers who were 
unable to retaliate in Orford’s home market. In 1902, both Canadian Copper 
and Orford were brought under the control of the International Nickel Com- 
pany, a holding company formed by a syndicate organized by J. P. Morgan 
and Company. In 1928, International Nickel Company of Canada became 
the parent company by an exchange of stock thus removing the controlling 
unit from the jurisdiction of the antitrust laws of the United States. Acqui- 
sition of its two competitors in the 1920’s again gave International a com- 
plete monopoly of Canadian production. 

From the evidence presented, it is abundantly clear that monopoly was 
not the result of superior efficiency. Canadian Copper purchased a controlling 
stock interest in its first competitor and then proceeded to close down its 
operations. A second competitor actually enjoyed lower production costs, 
according to the author, but ceased operations because of its inability to sell 
its matte. A third, fully integrated competitor, during its short life of 10 
vears, introduced new and more efficient smelting and refining methods than 
those used by International. When International acquired the company 
through purchase by a dummy corporation, after professing to have no inter- 
est in the property, it made use of the new refining process and thereby 
lowered its own costs of production. A fourth competitor, Mond Nickel Com- 
pany, which was acquired in 1928, was “more alert than its ‘competitor’ to 
the post-war possibilities of nickel and was quick to adapt itself to changes 
in conditions.” Mond was “also more alert in adopting improvements in 
techniques and in utilizing by-products.” Mond’s new smelting techniques 
reduced the cost of matte by 25 per cent in the face of the rising cost of 
labor and supplies. Moreover, Mond owned the center of the Frood deposit 
which, though somewhat lower in nickel content, was much higher in copper 
and precious metals than the Creighton deposit. But Mond’s president, Sir 
Alfred, was a firm believer in “controlled” competition and, moreover, pre- 
ferred the tight form of combination, the merger, over the cartel. New dis- 
coveries of ore in Canada in recent years have again opened the door to 
competition, but the author concludes that “a return to peace-time markets 
would probably mean amalgamation with International, or some cartel ar- 
rangement between the nickel refiners, and the elimination of the marginal 
producers.” 

The author notes that public action against the monopoly is unlikely: the 
United States is unable to prosecute effectively and Canada has no desire 
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to do so. But in any case, he feels it would be undesirable to attempt to break 
up the company because such action would “transgress the traditional phi- 
losophy of freedom . . . run the danger of a short-run disruption of the area 
. .. [and might] result in a less efficient and less dynamic economic struc- 
ture” (p. 134). 

He does not believe that the remarkable price stability imposed by Inter- 
national has been injurious to the public and he feels that uncertainty, due 
to the constant threat of competition and public action, has served to make 
the real results of monopoly power quite different from those of static theory. 
He concludes that “monopoly control may mean more and not less techno- 
logical change, and more and not less efficient use of resources than would 
prevail under more competitive conditions.”” But how much credit should 
be given to monopoly if it is found to promote social objectives because of 
“uncertainty” which consists of the constant threat of competition— actual 
and potential? 

And does it follow that output was greater under monopoly because 
“monopoly control meant that the benefits of increasing demand through 
research would accrue to the company making the research” whereas the 
same constant pressure to push the demand curve to the right “does not 
exist under atomistic competition.” Does demand creation justify monopoly 
control? 

Perhaps these questions will serve to make the book more appealing; this 
is the reason for raising them. It is well worth reading. 

FLoyp A. BonD 

Pomona College 


The Politics of Distribution. By JosepH C. PALAMOUNTAIN, Jr. (Cambridge: 
Harvard University Press. 1955. Pp. 270. $4.75.) 

In the author’s words: “I shall try to breach the high wall that academic 
disciplines usually place between politics and economics, yet whatever novelty 
this study may have lies in the blending of the analytical tools of these two 
disciplines. . . .” (p. 1.) In pursuit of this objective Palamountain invokes 
the aid of what he calls the Bentley group analysis method. According to 
this method, “The great task in the study of any form of social life is the 
analysis of .. . groups. . . . When the groups are adequately stated, every- 
thing is stated. When I say everything, I mean everything” (quoted, p. 3). 
And again, “The balance of group pressure is the existing state of society. 
. . . Law is activity just as government is. . . . It is a group process, just as 
government is. It is a forming, a systematization, a struggle, an adaptation 
of group interests. . . .” (p. 3.) It thus appears that the intent is to 
apply a sociological methodology to economic phenomena in an effort to ob- 
tain new and fruitful insight into both economic and political affairs. We 
should be able, thereby, to comprehend economic activities much better. Do 
we? Does this book live up to its promises? 

For this reviewer at least, this promise remains an unfulfilled one. The 
Bentley hypothesis, introduced on page 3 as the kernel of the methodology 
to be followed, by pages 169 and 181 is modified considerably as to its 
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applicability, and on page 232 is given its coup de grace ‘n the following 
words: “Yet the political balance among groups is often a most imperfect 
reflection of the underlying economic balance. A group’s political strength 
is not an automatic consequence of its potential size, resources, and interest 
as defined by economic circumstances. Certainly in the passage of this Act 
|Robinson-Patman] groups were not represented in proportion to their po- 
tential strength. The most sizable group concerned, the consumers, were, as 
usual, hardly represented at all. Even powerful manufacturing and agricul- 
tural groups never cxerted an influence proportionate*to their strength.” 

It would appear then that the analysis in this work does not materially 
differ from what has been said many times previously respecting the nature 
and influence of pressure groups upon politico-economic policies. It certainly 
was recognized as early as James Madison’s No. 10 of the Federalist Papers; 
Karl Marx based a whole philosophic system upon it; Charles Beard’s bril- 
liant analysis of the economic underpinnings of the Constitutional Convention 
of 1787, plus a host of lesser-known followers have used this hypothesis with 
greater or lesser objectivity and result. One need only note also the classic 
effort of Elmer E. Schattschneider Politics, Pressures and the Tariff (New 
York, 1935) to indicate a work substantially similar to the instant one. 

In consequence it would appear that nothing startlingly novel either in 
emphasis or content is revealed in the present book. We learn that there 
are three types of competition, interestingly named: (1) horizontal (conflict 
between competitors of the same type); (2) intertype (competition among 
different forms of business organization on the same functional level); and 
(3) vertical competition (competition among different levels of distribution 
in the same industry). These three types may be found within the same in- 
dustry, and a struggle may exist among all three types at the same time. 
The nature of the groups engaging in this struggle is outlined for the grocery, 
drug, and automobile industries. The competitive rivalry among the several 
groups within each industry finds reflection in political action by each group 
with the objective of enlisting state support against its economic rivals. 
These economic contests, waged on the political field are the raison d’étre 
of such legislation as chain store taxation, Robinson-Patman Act, and the 
Miller-Tydings amendment. 

Palamountain’s study has value in the description of the manner in which 
the various groups within an industry developed their respective economic and 
ideological positions and endeavored to jockey their views into legislative 
and social favor. The author quite correctly insists upon the importance of 
the power factor in market relationships. ““To the extent that distributive 
markets are imperfect, participants possess power. Organization, which is 
usually the basis of dynamic and creative marketing changes, breeds more 
power. And organization tends to induce counter-organization and yet more 
power. Although classical economic analysis defines it away, this economic 
power is often important in market operations, may become of concern to 
government, and may be translated into political power” (p. 254). The simi- 
larity of approach between this and Galbraith’s countervailing power concept 
is striking. Indeed, Palamountain notes that he may have priority (p. 48, 
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n. 60). In essence this sums up the author’s approach: distribution is car- 
ried on by groups each of which possess some economic power and each of 
which at certain periods of time, due to technological or other innovation, 
feels itself threatened by other groups. It thereby exerts its economic power 
both on the economic and political fronts to preserve or advance, as the case 
may be, its own power. In so doing, it generates countervailing measures 
from the other groups concerned. To erect novel theories to account for this 
phenomenon seems unnecessary to this reviewer. 

One hesitates to discuss matters of style. However, in the present case 
note should be made of an awkward style which made reading and compre- 
hension difficult. Witness this sentence: “Total victory however, was the 
ultimate goal of grocers and druggists and was the immediate purpose of 
some state legislation and of the proposed federal chain-store tax, but, sig- 
nificantly, the Robinson-Patman bill, designed to hamstring chains, was 
amended in the interest of producers who stood in a vertical relationship 
with chains and who, accordingly, desired to improve their position but not 
to cripple chains” (p. 159). 

DANIEL FEINBERG 


New York City Community College 


Great Enterprise: Growth and Behavior of the Big Corporation. By HErry- 
MON Maurer. (New York: Macmillan. 1955. Pp. x, 303. $5.00.) 

The declared purpose of this book is to provide a rationale for the large 
modern corporation. It is based on a six-year study of the growth and behavior 
of fifty large concerns, using materials collected through the research facilities 
of Fortune. Moreover, the book was sponsored by no less a personage than 
Fortune’s publisher, “who conceived the project, initiated it and edited it” 
(Preface, p. vii). 

Maurer’s thesis is straightforward, if unoriginal. Classical economic analysis 
is wholly inadequate as a tool for application to an economy characterized by 
large, multiproduct corporations. “Economics . . . still depends upon old 
theoretical assumptions about wealth, value, scarcity, self-interest, supply 
and demand, and diminishing returns—assumptions inadequate for a descrip- 
tion of the large corporation. Classical economics does not provide a language 
for discussing a continuum of market transactions; neither does it lend itself to 
such facts as cooperative business effort” (p. 179). Smith, Ricardo, Malthus, 
and their modern “revisionists” have, in short, postulated assumptions which 
have “clearly ceased to have pertinence to the actual life of the large corpora- 
tion” (p. 154). 

In reality, Maurer contends, the principal driving force of the great enter- 
prise is its will to survive and grow. Profit-maximizing in the classical sense 
is a secondary consideration; the large-size firm is far more interested in main- 
taining stable product prices through time, eschewing price competition in 
favor of product innovation and constantly improving cost efficiency, and 
engaging in long-run planning for expanded sales. He argues, moreover, that 
the day of the industrial tyrant has passed, giving way to a system of “group 
enterprise” in which Adam Smith’s notions of “conflicts of interest” have 
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little or no relevance. With only minor qualifications which he lightly brushes 
aside, Maurer concludes that giant corporations have reclaimed their heritage, 
have become motivated by “the Puritan will to success, the Quaker concern 
for responsible service, the common preoccupation with what is right” (p. 
103). In the popular phrase which Maurer himself uses, the great enterprise 
has become “socially responsible.” 

Given this thesis, Maurer’s policy conclusions are utterly predictable. The 
principal checks on the corporate giant are “such social controls as the 
economic vote, public opinion and corrective competition” (p. 274). Where 
necessary these should be supplemented by antitrust law, vintage 1920. In his 
words: “The Sherman Act is directed against hogging markets, ruining com- 
petitors, and charging high prices. . .. The important need is that the act .. . 
be brought to bear not against corporations which have violated economic 
theory, but against those which have violated the act, such violations being 
provable by evidence, in the legal meaning of that term” (p. 284). 

A curiously uneven book, it contains some interesting information con- 
cerning the dynamics of business operation, external and internal. This makes 
it worth reading. Nonetheless, its impact is badly marred by at least four 
defects which can only be noted briefly. First, it is a one-dimensional treat- 
ment of the impact of giantism; occasional references to the problems posed 
by the uninhibited growth of firms are passed over with hardly a backward 
glance. Second, in his critique of classical economics and the theory of the 
firm Maurer has chosen to caricature theory, rather than to analyze subtly its 
shortcomings. Third, he has accepted without hesitation some highly debatable 
propositions concerning the motives of American enterprisers in both the 18th 
and 19th centuries. Finally, Maurer’s generalizations on business behavior 
appear to be based almost entirely on the public statements of corporate offi- 
cials. Where, when and in what context the statements were made is not 
indicated; there are neither footnotes nor a bibliography. True, “the data have 
been subjected to Fortune’s standard checking procedure, whereby writer and 
researchers are required to establish the accuracy and typicality of each state- 
ment and each fact by marshaling concrete evidence” (p. 15, emphasis added). 
Some readers may be willing to accept uncritically Fortune’s standards of 
scholarship; this reviewer is not. 

Morton S. Baratz 

Haverford College 


Standard Oil Company (Indiana): Oil Pioneer of the Middle West. By Paut 
H. Gippens. (New York: Appleton-Century-Crofts. 1955. Pp. x, 726. 
$7.50.) 

Mr. Giddens has written a comprehensive and detailed history of Standard 
of Indiana. Starting with its organization in 1889 as a refining company and 
a member of the Standard Oil Trust, he tells the story of its growth up to the 
dissolution of the Standard Oil empire in 1911, carries his account through 
the early years of its independence, and describes its eventual movement out 
of the Middle West into areas of the country where it came into competition 
with other former members of the Trust. He takes his narrative up to the 
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end of 1951 when Standard of Indiana was the second largest oil company 
in the United States (in terms of assets) and the largest purely domestic oil 
firm. 

The book is generally well written. Particularly in accounts of court cases 
does the author provide an interesting and lively narration which at times, 
indeed, reads like a novel. But the book fails at precisely the point where 
the interest of the economist is likely to be greatest. Because the author, a 
historian, is almost completely nonanalytical, his discussions of the price 
policies of Indiana Standard are quite limited in value; and he makes very 
little contribution to our understanding of the complex middle-western market 
for petroleum products. 

An economist would like to know, for example, the extent to which Stand- 
ard’s blanketing of its territory in the Middle West with products from three 
large refineries rests on geographical price discrimination. Or, he would like 
to know if perhaps Standard has lost position in its territory (from 88 per 
cent of the business in 1911 to about 20 per cent in recent years) by a re- 
luctance to absorb freight, possibly as a consequence leaving many middle- 
western consumers at the mercy of local monopolists. (Giddens seems not to 
be aware of the fact that a rather impressive case can be made in favor of 
geographical price discrimination.) 

Moreover, the author falls into the trap of believing that injury to com- 
petitors necessarily constitutes injury to competition. On the basis of this be- 
lief, he apparently approves efforts made to stabilize the gasoline market 
under the National Industrial Recovery Act (p. 526): 


Many refiners, owing to the low price of gasoline, were desperate and 
began to shut down. Spot tank-car prices were ruinously low, and if 
prompt and immediate steps were not taken to alleviate the condition, 
refiners would go bankrupt and the industry be deprived of competition. 


Probably it is because he has accepted the idea of injury to competitors 
being the same as injury to competition that Giddens also makes no effort to 
controvert a court statement directed against quantity discounts granted by 
Standard. He says (p. 693): 
The controlling factor, according to the court, was that differentials 
Standard made in favor of the four jobbers gave them a substantial 
competitive advantage which was used by them to work havoc on the 
retail level. They had the effect of injuring, destroying, and preventing 
competition, which was the very evil that the Robinson-Patman Act and 
the | Federal Trade] Commission were trying to stop. 


In accepting the notion that these large-volume jobbers should not be given 
a competitive advantage, Giddens appears unthinkingly to have accepted the 
view that the race will be a better one if the fastest runners are not permitted 
to win. 

While recognizing that part of the success of the old Standard Oil Trust 
was due to superior efficiency, the author generally leaves the impression 
that Rockefeller built his empire largely through ruthless and unfair compe- 
tition; hence the old Standard Oil is looked at rather critically. But the 
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modern Standard of Indiana receives almost unqualified praise; one is led 
to feel that Standard has reformed, is now public spirited and scrupulous. 
The uncouth ruffian has become a gentleman. And so he has! The old Stand- 
ard Oil, which for all its faults, and they were many, was a hard and vigor- 
ous competitor, has been replaced by the modern Indiana Standard, decorous, 
staid, and only softly competitive. Giddens writes the history of Standard 
of Indiana without observing that we have here a case study in the trans- 
formation of an economy from one in which competition was hard, and 
generally approved, to one in which competition is often soft, and the gentle 
competitor frequently praised, usually in the name of competition itself. 
Wayne A. LEEMAN 
University of Missouri 


Price Discrimination in Selling Gas and Electricity. By RatrpH Kirpy 
Davipson. (Baltimore: Johns Hopkins Press. 1955. Pp. 254. $4.00.) 
The price policies of public utilities have for many years been a challenge 
to economists. The rates which these enterprises, with the consent of regula- 
tory bodies, have adopted show various features which traditional price 
theory was powerless to analyze. The interest of economists therefore went 
rarely, at least until recent years, beyond institutional description; yet there 
are few fields where a realistic welfare economics would have been more 
needed. In the absence of any established doctrine the invention of new 
pricing systems became a hobby of the engineers, who developed a plethora 
of “scientific rates,” as remarkable for their arbitrary diversity as for their 
neglect of the dependence of consumption on prices charged. The incidental 
contributions of the lawyers, vainly seeking equity where efficiency should 
have been the objective, were even less durable. It was not until the 1940's 
that Arthur Lewis started to give a correct economic analysis of the difficult, 
but by no means intractable, problems of cost allocation and optimum tarifi- 
structure. 

The work under discussion is mainly a survey and critique of some of the 
proposed schemes and of the relevant economic theory, including interesting 
references to unpublished work by Merton H. Miller on railroad rates. The 
author’s emphasis is on discrimination, which may be defined as a situation 
in which the prices paid by different consumers are not proportional to the 
long-term marginal costs attributable to their consumption. It is clear that 
if costs are not correctly allocated, and if rates are based on these incorrect 
costs, then discrimination will result. In accordance with current American 
practice he is particularly concerned with block rates, in which the marginal 
price is a decreasing function of individual consumption, and he shows that 
these rates do not necessarily have the beneficial effects that are sometimes 
attributed to them. He rightly argues that discriminatory pricing will cause 
excessive investment in new plant and underutilization of capacity. On the 
basis of these conclusions he outlines a nondiscriminatory rate structure, 
which is very similar to the one proposed by the reviewer in 1951 and 
elaborated by I.M.D. Little in his book The Price of Fuel. It is remarkable 
that Dr. Davidson’s calculations for the Baltimore area lead to almost exactly 
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the same peak and off-peak prices as the reviewer’s estimates for Great 
Britain. 

On the whole Davidson’s discussion is very competent, but a few 
points of criticism have to be made. In his survey of cost-allocation methods 
he does not mention the contributions of H. E. Eisenmenger in a book of 
1916, and A. C. Pigou in the Economics of Welfare. Although neither of 
these methods is correct, they are rather more intelligent than most of the 
methods he does discuss. The author has apparently failed to realize the im- 
portance of customer costs in designing nondiscriminatory tarifis; the more 
sophisticated rate proposals cannot always be applied to all consumers be- 
cause the necessary measuring equipment would be too expensive in relation 
to their total bill. It is in fact an advantage of the block tariff that it permits 
some degree of peak vs. off-peak allocation without the use of a clock meter. 

This book is a useful addition to the literature on public utility rates. It 
is to be hoped that it will be read by those who manage and regulate the 
pricing policies of the industries concerned. 

H. S. HOUTHAKKER 

Stanford University 


North American Supply. By H. Duncan HALtt. Civil Histories of the Second 
World War series. (London: H. M. Stationery Office and Longmans, 
Green and Co. New York: British Information Services. 1955. Pp. xvi, 
559. $6.30.) 

This book, as Mr. Hall explains in his preface, is a British history of 
American and Canadian war supply during the second world war prepared 
from British official records preserved in London, Washington and Ottawa. 
The many North American economists who were involved in war production 
and supply will find it of special interest, an interest enhanced by its frankly 
British point of view. 

The account begins before the outbreak of war in 1939, with the United 
Kingdom’s gingerly and finance-constrained approaches to the problem of 
developing a Canadian war production potential. In the United States the 
Neutrality Act and Cash-and-Carry constituted even more formidable bar- 
riers. The bulk of the book is devoted to the events and decisions of the first 
two years of the war—-up to Pearl Harbor. This was the period, dominated 
on the British side by Arthur Purvis, during which the Neutrality Act was 
repealed, financial caution was abandoned (at least for a. few months) after 
Dunkirk, Lend-Lease was conceived and initiated, and a beginning was made 
at combined (i.e., British-American) war and production planning. The con- 
cluding chapters deal more summarily with the flood of munitions after 
1942, and the fascinating problems of linking production, munitions assign- 
ment and shipping to the war strategy of an alliance. 

Hall tells stories well, and he has many good ones to tell—for example, 
the finding of a way to ship munitions to Britain after Dunkirk, and its sequel, 
the fifty destroyers (pp. 131-45); the taking over by Purvis of the French 
contracts (pp. 146-55); the development of the Purvis Balance Sheet and its 
sequel, The Victory Program (pp. 264-66, 305-07, and 331-35); the most 
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spectacular near-failure of combined production planning, of which Churchill 
said: “How it is that the plans of two great Empires like Britain and the 
United States should be so much hamstrung and limited by a hundred or 
two of these particular vessels {landing craft] will never be understood by 
history” (pp. 355-58 and 400-03); and the story of the decline and collapse 
of Lend-Lease (pp. 441-71). 

It is particularly interesting to have this opportunity to observe the Ameri- 
can wartime government through British eyes. Features which puzzled, 
challenged, and occasionally frustrated British missions included (1) the 
extreme autonomy of departments, which could be controlled only by the 
President, and frequently only ineffectively by him; (2) the dominant role 
of an individual close to the President—of Morgenthau in the early years 
and Hopkins in the later—and the vacuum at the top when no such dominant 
individual existed; (3) the unwillingness of the services to take civilians into 
their confidence, which made impossible the joint planning of strategy and 
production and doomed to failure the Combined Production and Resources 
Board as originally conceived; and (4), above all, the inability of American 
officials to make and to maintain binding agreements (pp. 466-71). It is also 
interesting, amidst the interservice rivalries of 1956, to read a comment of 
British staff planners in 1942: “The moment we start discussion of strategic 
aims we come up against fundamental differences of view between the United 
States Army, the Army Air Corps and the Navy”: at that time the Army 
and the Army Air Corps were parts of an “integrated” Service. 

Hall’s economics are those of a good historian. He is ill at ease with 
fundamental economic problems, disavows any attempt to deal “‘philosophi- 
cally” with the barrier of the exchanges, accepts official statistics rather un- 
critically, and has only casual comments on the success of combined planning 
in achieving economies based on comparative cost differences. He pays hand- 
some tribute to the statisticians, American and British, who played a most 
effective role in stimulating American war production—by inadvertently 
overestimating German production as well as by, fairly and advertently, 
demonstrating how unfavorably American production and production plans 
contrasted with British in the long two years preceding Pearl Harbor. 

CHARLES HITCH 

The RAND Corporation 

Santa Monica, California 


Land Economics; Agricultural Economics; Economic 
Geography; Housing 
Can We Solve the Farm Problem? By Murray R. Benepict. (New York: 
Twentieth Century Fund. 1955. Pp. vii, 601. $5.00.) 

This study is the first of an anticipated two-volume report on solving the 
farm problem. The complete analysis is supported by the Twentieth Century 
Fund. 

The main body of this book reports the historic development of farm 
legislation and policy. The setting for current farm problems is put forth 
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in Chapter 1, with the period of departure being mainly the 1920’s. The 
cost-price squeeze, first coming into full focus in this period, is reviewed. 
The change in complexion of the farm problem in the 1930’s, 1940’s and early 
1950’s also is outlined. Chapter 2 sets forth certain characteristics of agri- 
culture which are considered to give it particular importance in the national 
economy, or to cause unique problems within the industry. Explanation is 
given of the great diversity of agriculture, the competitive structure of its 
firms, and the low elasticity coefficients in (a) its supply of products and 
(b) consumer demands for its commodities. Recent trends in technology, 
population, tenure and income of agriculture are traced. The developments in 
research and educational programs are reviewed in Chapter 3, beginning with 
the precabinet status of the Department of Agriculture. Services such as 
regulatory and protective activities of the U. S. Department of Agriculture 
also are outlined. Chapter 4 has as its focus the McNary-Haugen Plan, the 
Federal Farm Board, the National Wool Marketing Corporation, the Grain 
Stabilization Corporation, and other legislative acts of the 1920’s. The nature 
and financial outcomes of these programs are explained in some detail. The 
next two chapters, which include over 20 per cent of Benedict’s analysis, 
explain government credit aids, with emphasis on the Federal Land Bank 
Act of 1916, and subsequent developments such as the Production Credit 
Corporation, the Resettlement Administration, the Farm Security Administra- 
tion, and Banks for Cooperatives. This reviewer believes that a disproportion- 
ate amount of space has been devoted to credit, relative to problems of 
(1) low-income farms and (2) adjusting the structure of agriculture within 
the framework of low-income elasticities and a growing economy. 

Chapter 7 includes discussion of attempts at production control and price 
supports. Considerable detail is included on the rates of payment for com- 
pliance with control allotments, amount of funds legislated, compliance regu- 
lations and the quantitative levels of support prices. Other chapters include 
outlines of the development and relevant details of food-disposal and subsidy 
programs, soil conservation acts, and commodity loans. 

Benedict has performed a very useful service in bringing together the 
details and nature of agricultural legislation, particularly since the 1920’s. 
No previous, comprehensive work of this nature had been attempted. The 
study provides extremely useful material, concentrated in a single volume, 
for the student of policy, or the person who wishes to review the outcomes of 
certain policies initiated in the past. Benedict is to be complimented on a 
very scholarly work. The book, well documented, is extremely well written. 
However, the question posed in the title, Can the Farm Problem Be Solved? 
has been touched upon only lightly. A more appropriate title might have been: 
Previous Legislative Attempts to Solve the Farm Problem. In other words, 
the bulk of the text is devoted to a fairly detailed description of the nature 
of legislation, including much quantitative material such as interest rates, 
control payments, appropriated funds and similar items. Fully three-fourths 
of the study is devoted to these aspects of previous farm policy. Minor at- 
tention is given to an economic evaluation of the various programs. In Chap- 
ter 11, Benedict does address himself to a more general evaluation of past 
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and current legislation. But even a large part of this chapter is descriptive. 
In Chapter 12, the committee in charge of the study provides a more com- 
prehensive analysis of policy required to remedy the ills of agriculture. This 
writer hopes that the second volume will use Chapter 12 as an outline and 
extend the evaluation and positive policy suggestions. This undoubtedly was 
the plan of Benedict when he wrote the current volume, and he is to be con- 
gratulated in drawing together the material which will serve as background 
for the second volume. 
O, HEADY 
lowa State College 


Land Tenure: Proceedings of the International Conference on Land Tenure 
and Related Problems in World Agriculture Held at Madison, Wisconsin, 
1951. Edited by Kennet H. Parsons, RAYMOND J. PENN, and PHILIP 
M. Raup. (Madison: University of Wisconsin Press. 1956. Pp. xxv, 739. 
$10.00.) 

Interest in land tenure problems in recent times stems from reasons which 
are best stated in the words of M. B. Petrovich, professor of history at the 
University of Wisconsin and a participant in the conference: “What is an 
agrarian country to do in order to exist as an independent, democratic na- 
tion and to enjoy a decent standard of living in the face of the economic 
supremacy of industrial countries. . . . The challenge lies in the attempt to 
solve land tenure problems without sacrificing political and social democracy 
or local traditions to the solution” (pp. 403, 406). 

The conference made no attempt to arrive at a solution of the land tenure 
problem. Its purpose was to state the problem and discuss the various known 
approaches to the rectification of inequities inherent in many agrarian so- 
rai cieties today, in order to bring together the information needed for a more 
ae. analytical approach later. The United Nations and the Food and Agriculture 
, Organization have subsequently sponsored inquiries and regional meetings 
% further to explore the question. Consolidation of fragmented holdings, coopera- 
tives (farming, credit, machinery), improvement of farming practices, social 
legislation for protection of agricultural workers—all these were discussed 
topically, and also touched upon incidentally in the regional and country 
treatments which make up the first section of tle book. The desirability of 
amending inheritance laws and slowing down the rate of population growth 
were mentioned frequently, although there appeared to be some sensitivity 
on the subject of birth control. Urbanization and industrialization were the 
favored recommendations. (It should be noted that Japan has serious popula- 
tion problems although abortions are legal in that country and population 
restriction by such means was once official policy.) All of these proposals 
contemplate gradual reform, yet in many of the papers one senses that 
political urgency, the need to counteract communist propaganda, dictates a 
more direct approach. The financial aspect of land reform was obviously one 
of the most worrisome, and some speakers were not oversubtle in letting it 
be known where they thought the financial responsibility resided. 

To many people, land reform is interpreted to mean the breakup of big 
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estates and redistribution of the land among the cultivators. Large landhold- 
ings are economically and socially undesirable when they permit relatively 
few families to monopolize the productive land of a country for generations, 
sometime centuries. In such rigid situations, it is virtually impossible for the 
poor man to buy land and, when alternative sources of employment are 
lacking, the agricultural worker is tied to the soil almost as surely as the serf 
of the Middle Ages. He has no choice but to accept the terms the landowner 
and the money-lender stipulate, and the terms too often are harsh. As for 
the large property owner of this setting, land is his capital; and his preference 
for land as an investment and his aversion to financial risks have inhibited 
development of other branches of the economy. Although his land supports 
him, he rarely returns anything to it. The idea of breaking up the estates of 
such owners has a strong appeal, and in recent times several countries have 
resorted to this method of remedying the inequities of the old system. I shall 
pass over the most obvious of these, the U.S.S.R., to the experiences of 
Mexico and Japan. 

Edmundo Flores of Mexico describes his country’s land reform program 
as the “catalyst” which sparked the “most extraordinary change” which has 
invigorated Mexican life in the past 40 years (pp. 243-44). Mr. Flores over- 
states his case and ignores the stimulating effects of nationalism, wartime 
prosperity, and Mexico’s proximity to the United States. Land redistribution 
moved forward at tortoise pace for most of the first 20 years after it was 
written into the Constitution of 1917. Actually, very little was redistributed 
before the Cardenas administration, 1935-40. Then it was discovered that a 
grant of land was not enough. The mark of centuries of peonage was on the 
Indian recipients who were the beneficiaries of Mexican land reform. They 
were generally illiterate, and their farming methods had made little progress 
since the conquest. Furthermore, the land they received was not responsive to 
half measures. Not until the government set out in 1940 to underwrite irriga- 
tion, roads, and other public works, provide credit and educational facilities 
for farmers, and subsidize new industries, did the “extraordinary change” 
occur. The land reform program now appears to have succeeded partially 
in justifying the high expectations which prompted its inauguration, but it 
took large investments of capital to get it on its way. In other countries 
where resettlement on reclaimed or newly opened public lands is being tried 
out, such expenditures in advance of settlement are regarded as imperative. 

Land reform in Japan was accomplished much more expeditiously, but 
in circumstances which were more propitious for its success. It was ordered 
by General MacArthur, although the country was ready for it. Even some 
powerful landlords had conceded that the time was ripe for their class to 
withdraw. Japanese farmers were much farther advanced than the Mexican 
peons, and by education and training better prepared to assume the responsi- 
bilities of ownership (Ladejinsky, pp. 224-25). There seems to be no question 
that Japanese land reform was successful in accomplishing what it set out 
to do; i.e., to give the cultivator title to the land he worked, and by that act 
of social justice to relieve him of some of the onerous burdens of tenancy. 
It did little, however, to solve Japan’s basic land problem. 
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It so happens that in countries of heaviest population concentration, all 
cultivable land in large estates, if broken up into plots and granted or sold, 
would not appreciably increase the average size of individual holdings 
(p. 139). The large holdings are already being worked intensively by peasant 
cultivators, whose rights of occupancy frequently are heritable, subject of 
course to the will of the landlord, and are of as great as or greater antiquity 
than those of the owners. In the course of centuries land has been so sub- 
divided through inheritance that present holdings are uneconomically small 
to begin with and additionally are fragmented into parcels. In Japan, redistri- 
bution of land notwithstanding, the size of the average cultivated unit in 
1950 was 2 acres, in contrast with 2.4. acres in 1944, and this despite the 
fact that 961,000 additional acres had been reclaimed and brought into 
production. Unemployment and repatriation increased the number of farmers 
by some 7 million in the same period (Owada, pp. 223-24). 

“Although the concentration of land in the hands of a few is regrettable, 
the minifundios, or very small holdings, are disastrous” (Rodriguez-Cabrera, 
p. 324). The gravest land tenure problem in the overpopulated countries is 
how to cope with the matter of small holdings. To the extent that vacant 
land is available for reclamation, experiments in planned settlement are be- 
ing carried out after the reclamation is completed and roads and houses 
provided. Puerto Rico and India are trying the resettlement approach, al- 
though admittedly it merely scratches the suriace of the problem. The situa- 
tion in the Philippines is different in that some of the islands or parts of 
islands are heavily populated, whereas there are great stretches of vacant 
public land in others. Therefore, the Philippine government has adopted a 
two-pronged solution to its tenure problems: it is trying to break down large 
concentrations of ownership on the one hand, and is opening up a large area 
for settlement in Mindanao (Lichauco, pp. 191-97). 

Mexico attempted to offset the disadvantages arising from grants of plots 
that were too small by giving limited title to the land on a communal basis. 
Individual grants were also permitted, and in recent years this is the form 
of tenure which appears to be favored by recipients (Duran, pp. 310-13). The 
tendency appears to be somewhat in the same direction in Israel, where 
socialized agriculture was introduced on the lands acquired by the Jewish 
National Fund while Palestine was administered by the British under the 
mandate. With creation of the state of Israel all Fund land was nationalized 
to prevent monopoly and speculation, and farms distributed to individuals 
within the framework of the collective village. The zeal and ardor of the 
original settlers has been diluted in the immigrants which the state was 
created to receive. “Many of them do not care for the socialist element em- 
bodied in the communal element and prefer the individualistic types which 
are usually less exacting in their demands on the individual” (Bonné, p. 116). 

In many countries the individualistic approach makes fee-simple title the 
essence of land reform. Private ownership of land means status; it dignifies 
the occupation and inspires the owner-operator to improve himself and his 
farming practices. Phrased variously, this point is made time and time again 
throughout the volume. Improvement of landlord-tenant relationships by 
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stabilizing the terms of ‘lease and reducing rents is not looked upon with 
favor even though the misery suffered by small landholders is caused by the 
very fact that they have not been protected against exorbitant exactions. 
Yet the economically more advanced countries of Western Europe handled 
the transition from feudal tenure relationships to a more stable and equitable 
distribution of the profits of the soil without seriously disrupting the owner- 
ship pattern or committing the governments to large expenditures which 
they could ill afford (Hill, p. 506; Costa, p. 512). Subsequently large estates 
have been progressively whittled away by taxation and death duties; in the 
meantime tenancy has been given a respected status. 

Of the country and regional studies, the reports dealing with Africa are 
the least satisfactory. Some treatments are slightly emotional, and I suspect 
that anticolonialism has colored several of the historical accounts. A dispro- 
portionate amount of space is devoted to the history of the public land 
policies of the United States. From the standpoint of current tenure prob- 
lems around the world, the paper on tenure developments in Southern agri- 
culture is more pertinent than the reports on public land topics. M. M. 
Kelso gives an excellent summary of the interaction of public land policy 
and agricultural expansion in the United States. However, his statement 
on water policy needs elucidation: “No distinctive federal policy attached 
to water. Note here again the influence of custom. ‘Land’ was important to 
eastern-minded people; so they retained control of it; water wasn’t; so they 
let control over it pass into the hand of settlers in the person of their state 
governments” (p. 434). Not custom, but common law and the Constitution, as 
interpreted by the Supreme Court in 1844, awarded navigable waters to the 
states for all purposes except those relating to commerce and national defense. 

In a work in which the quality of the articles as a whole is high, Irene B. 
Taeuber’s “The Population of Southeast Asia,” and her supplementary 
remarks from the floor (pp. 197-205) impressed me most. Credit goes to S. M. 
Akhtar of Pakistan for my favorite sentence in the book: “Peasant owner- 
ships have been very successful in the United States” (p. 127). 

E. LouIsE PEFFER 

Food Research Institute 

Stanford University 


Tomorrow's Birthright—a Political and Economic Interpretation of Our 
Natural Resources. By Barrow Lyons. (New York: Funk & Wagnalls. 
1955. Pp. vi, 424. $5.00.) 

In the literature on the use and conservation of natural resources this 
book will stand out because of its powerful and dynamic presentation, 
especially with regard to the social and political implications of the subject. 
At the very outset the author points out that in no other part of the world 
has there been such a rapid development and exploitation of natural re- 
sources as in this country; and at the same time in no other area has the 
wastage and dissipation been so widespread. 

In the introductory chapters the author centers his discussion on the im- 
portance of long-range planning as the only way to meet the requirements 
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of the future in the face of the dwindling resources and the increasing de- 
mand for raw materials in this country and in the rest of the world. The need 
for raw materials will constantly increase because of both the rising level 
of living and a rapid increase of population in most nations. This suggests 
the necessity for some measures of control of the size of population to fore- 
stall the impending struggle and tension among the nations as the pressure 
on existing natural resources becomes more acute. 

Of the three parts of the book, the first is devoted to a discussion of the 
damage inflicted on our soil resources, forest areas, and supply of water 
through unrestricted use and exploitation. These are the areas where the 
wastage and destruction have been in progress ever since the settlement of 
this country, and only within recent times have some rectifying measures 
been introduced under the guidance and encouragement of the government. 

The second part deals with the development of public utilities under 
private and public ownership. In the third part, consideration is given to the 
history and development of oil resources, atomic power with its potential 
energy supply, and to the growth of the iron and steel industry. 

All this serves merely as a background for the presentation and develop- 
ment of the author’s philosophy in reference to the problem cf natural re- 
sources. The very heart of the book and its real meaning lie in the pervasive 
and all-important social implications. In the words of the author: “The pri- 
mary object of this book is not a technical critique of the availability of 
natural resources of the future, but an examination of some of the effects of 
our exploitation of resources upon our social and political institutions.” 
It is in this examination of the effects of exploitation that the vigor, color and 
drama of the prevailing situation are most vividly presented. The author 
lashes out against the greed and corruption which have accompanied the 
development of our natural resources since the very beginning. He reviews 
in detail the actions of various groups, individuals and corporations that 
have been responsible for the wastage of our natural resources through po- 
litical corruption and opposition to the governmental control necessary to 
implement important measures of conservation. He makes a strong indict- 
ment of big business, monopoly, banking institutions, private management of 
public utilities, and a number of important figures among the industrial and 
financial magnates. 

A great deal of discussion is devoted to TVA, to the history of its develop- 
ment and to the vigorous opposition by private utilities to its creation. Ac- 
cording to the author, TVA is the greatest achievement in the establishment 
of a comprehensive program for the development of natural resources needed 
for all our river basins. 

In centering the attention of the reader on the corruptive influences on our 
legislation in the field of natural resources, the author unquestionably 
touches on the most vital and important problem of the day. It is part and 
parcel of the system of extensive lobbying that has become a real threat 
to the proper functioning of our democratic institutions. However, in spite 
of all the sincerity and earnestness with which the author presents the case, 
he weakens his argument by singling out for rebuke only one particular group 
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of our society. He fails to note that great pressures and corruptive influences 
emanate from many and diverse elements, including powerful trade-union 
organizations. 

There is no doubt that the necessity for social control in the utilization 
of natural resources will grow in importance. It is difficult, however, to accept 
the thesis of the author that public ownership and operation on the type of 
TVA should be extended immediately in all the important areas. Certainly 
the cost of establishing and operating public ownership, the degree of com- 
petence and efficiency of government operation, as well as the legitimate 
interests of private enterprise, should be fully considered in a major under- 
taking of that nature. 

What is actually needed is a greater educational effort toward developing 
better appreciation of the importance of natural resources in their relation to 
the welfare of the nation. It is in this respect that the author makes a notable 
contribution. 

Davin RozMAN 

University of Massachusetts 


Labor Economics 


The Industrial Mobility of Labor as a Probability Process. By ISADORE BLU- 
MEN, Marvin Kocan, and Puttip J. McCartuy. (Ithaca: Cornell 
University. 1955. Pp. xii, 163. $4.00; paper, $3.00.) 

On the basis of a random sample of Old Age and Survivors Insurance 
employment records for the years 1947-1949, the authors of this volume 
attempt to develop a probability model that will describe the industrial mo- 
bility of American workers. The use of ten broad industry groups and an ad- 
ditional category “not in covered employment” permits the classification of 
every worker in the sample into one of these eleven “code groups” for each 
of twelve consecutive calendar quarters. This makes possible an analysis of 
the industry changes made by the workers, classified by sex and age. 

Comparisons are first made of the industrial affiliations of workers in two 
consecutive quarters, which yield results generally consistent with those of 
other recent studies of labor mobility. The most significant finding is that 
short-term industrial movement of workers is not random. For workers who 
change industries, the probability that a move will be into a particular in- 
dustry group is not independent of the industry group from which the worker 
moved. The evidence on this question produced by other studies has been 
scanty and inconclusive. 

On the basis of the quarterly data the authors compute a “one-quarter 
transition matrix,” which shows in what proportions the workers located in 
each code group in a given quarter may be expected to be distributed among 
the various code groups in the following quarter. By the use of simple 
Markov chains (i.e., by multiplying the one-quarter matrix by itself an appro- 
priate number of times) industrial change matrices covering longer periods of 
time (¢.g., four quarters and eight quarters) are computed. Comparison of 
these theoretically expected matrices with the actual distributions of workers 
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in the relevant time periods shows that the model understates the proportion 
of workers who do not change industries. The authors point out that this 
might have been anticipated, for the simple Markov process makes no allow- 
ance for the inverse relationship between the length of time a worker has been 
employed in an industry and the probability of his leaving it. 

To allow for such “industrial attachment” the authors modify the simple 
model to differentiate between “stayers,” who are assumed to remain in- 
definitely in the same industry, and “movers,’’ who are assumed to move 
among industries in accordance with the simple Markov model. Mathematical 
techniques are developed for estimating from observed data the relative num- 
bers in these two groups. Matrices yielded by the refined model are then com- 
pared with observed data, and although the degree of correspondence is con- 
siderably greater than for the simple model, there are still systematic biases 
which differ in direction depending on the time period under consideration. 
Possibilities for further refinement of the model are suggested in the final 
chapter, but they are not tested in relation to the observed data. 

As the first major attempt at model building on the basis of work his- 
tories, this study is an important addition to the rapidly growing body of 
literature on labor mobility. The authors have done a considerable amount 
of careful work, and are particularly to be commended for having presented 
their analysis in a form which, at least up to the last two chapters, can be 
followed without difficulty even by those without training in advanced mathe- 
matics. But despite its merits as a methodological study, the volume may be 
somewhat disappointing to those who are interested in a description and inter- 
pretation of patterns of industrial mobility, for there is no attempt to relate 
the patterns of movement which the data reveal to the characteristics of the 
various industry groups. Also, there is only a casual reference in the final 
chapter to the impact of changes in the industrial structure on the mobility 
patterns of workers. Such changes clearly necessitate and produce move- 
ment of workers among industries. A model based upon a current or past 
industrial structure, therefore, is likely to have only limited utility in pre- 
dicting industrial movement when relative employment opportunities in 
different industries are changing significantly. And it is precisely during such 
periods that a model, if it could be developed, would be most useful. 

HERBERT S. PARNES 

The Okio State University 


History of the Labor Movement in the United States. Vol. 11, From the 
Founding of the American Federation of Labor to the Emergence of 
American Imperialism. By Put.ip S. Foner. (New York: International 
Publishers. 1956. Pp. 480. $5.00; Paper, $3.75.) 


The first volume of this work was published in 1947 and covered the period 
up to 1880. The present study takes up the story from the founding of the 
American Federation of Labor until the turn of the century, a period which 
ends, according to the author, with the emergence of American imperialism. 

Throughout the volume Dr. Foner relates the economic, political and social 
background which affected the developments of the labor movement, in- 


4 
q 
al 
| 
Le 
| 
in 


BOOK REVIEWS 745 


cluding the rise and decline of the Knights of Labor and the first 20 years 
development of the American Federation of Labor. The study places particu- 
lar emphasis upon the history of the socialist movement during the period and 
events which point to economic and social conflict. 

This story of American labor is told in terms of class struggle. The par- 
ticipants in the labor movement were “progressive” or forward-looking if 
they followed Marxian tenets, and they were reactionary if they believed in 
an underlying community of interests shared by labor and capital in the eco- 
nomic development of the United States. Since most of the outstanding Ameri- 
can labor leaders have rejected Marxian tenets, the author finds that the 
“true” class purposes of the labor organization, which is to lead the United 
States toward a socialist society, have been distorted. Accordingly, the author 
finds the leaders of the Knights of Labor “confused . . . , and even in conflict, 
with the real needs and aspirations of the mass of the American workers. . . .” 
The AFL is characterized as a “Jim Crow” organization. 

Powderly and Gompers, the two outstanding labor leaders of the period, 
are selected for particular castigation and are the real villains of the story. 
Powderly is accused of treachery, strike-breaking and being an enemy of the 
workers. Gompers, the study would have us believe, was basically an oppor- 
tunist, and he ‘was moved at all times by one consideration only: what 
would advance the interests of Samual Gompers and further his career. . . .” 
In addition, Gompers was insincere, a hypocrite, a demagogue and much 
more. 

Foner does not, however, accept blindly all socialists as friends of the 


masses. Only socialists who received the approval and blessings of Marx and 
Engels and their true followers are considered friends of the people, while 
those who deviated from the accepted “scientific” Marxism are subjected to 
Foner’s wrath. The fact that the American Federation of Labor never em- 
braced socialism was, according to the author, a result of the “sectarian poli- 
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cies” of De Leon and the combination of a racketeering clique and some 
scheming labor bureaucrats. Naturally, the author rejects the Wisconsin 
thesis about the American labor movement, but his explanation of the failure 
of American workers to endorse socialist ideas remains flimsy. 

It might be expected that Foner would find great misery and suffering 
among the American wage earners. On several occasions the author insists 
that American workers have been subjected to wages below the level required 
for subsistence. One might think, therefore, that he would have some difficulty 
explaining the attraction the United States has held for millions of immi- 
grants. The author comes up with a simple explanation though; in a capi- 
talist world it’s tough all over, and in some places it’s tougher than others. 

The statistical data which Foner uses to support his thesis of the deteri- 
orating economic conditions of the population leave much to be desired. For 
instance, the best available data do not suggest, as the monograph indicates, 
that average annual per capita income declined by one-fourth between 1870 
and 1880. Data developed by Kuznets and others show a considerable rise in 
per capita income during this period when it is adjusted for changes in pur- 
chasing power. Similarly, Foner implies that wages declined in the 1880's. 
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This is not supported by the Aldrich report. Actually, hourly rates, as well 
as real hourly earnings, rose appreciably between 1880 and 1890. 

On the other hand, cases of violence and injustice toward labor are played 
up out of proportion to their true significance. Separate chapters are devoted 
to each of the major strikes during the score of years covered by the volume. 
The lesson that the author derives from these events may also be open to 
question. For instance, there is little factual support for the statement that as 
a result of the Pullman strike “many workers saw clearly that government 
was the tool of corporate interests. . . .” 

The author is prone to sce things in black and white. The volume abounds 
with statements such as these: “Monopoly, in short, was already becoming 
the dominant feature of American capitalism.” “The editorial writers in the 
commercial press wept bitter tears for the Pinkertons. .. . But the workers 
shed no tears for the hated Pinkertons.” 

Foner shows an intimate familiarity with the field which he covered. The 
scholar will find in the study a considerable number of details which the 
author has uncovered during his researches in the several archives pertaining 
to the subject, including the A.F. of L. Gompers Collection and the Powderly 
papers in possession of the Catholic University of America. But all the 
research is neatly fitted into a pattern of history as conceived by Engels and 
Lenin. The former seems to perform in the present volume the role of an 
oracle and is quoted liberally. Whatever Engels approved is right, and what- 
ever he condemned is against the people and evil. 

SAR A. LEVITAN 

Legislative Reference Service 

Library of Congress 


Beyond Nationalization: The Labor Problems of British Coal. By Georce B. 
BaLpwin, (Cambridge: Harvard University Press. 1955. Pp. xxii, 324. 
$6.00.) 

Professor Baldwin has written a very readable and illuminating account 
of labor relations in the recently nationalized coal industry of Great Britain. 
Over the next decade or two, this is likely to attract the same kind of atten- 
tion that TVA attracted in the late 1930’s, for it is one of the major experi- 
ments in the English-speaking world in government ownership in what was 
an essentially private enterprise domain. Few readers will be able to put this 
book down without a feeling that they have met face to face some of the 
extremely complex problems confronting Britain’s National Coal Board and 
the National Union of Mineworkers. (And, it might be added, few will envy 
the position of the leaders of either of these organizations in their attempts 
to rationalize the industry.) It is obvious that Baldwin has an unusually good 
grasp of the technical aspects, resources, and problems of the industry, and an 
understanding of the political and economic environment of contemporary 
Britain. 

After describing the technical aspects of British coal mining, and introduc- 
ing the two main protagonists (the Coal Board and the Union), Baldwin re- 
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views the techniques and results of collective bargaining, arbitration, and joint 
consultation, both before and after nationalization. Two significant differences 
between Britain and America stand out (and these are typical of all industry 
in the two countries). The first is that arbitration of wage matters is a common 
occurrence in Britain; as Baldwin points out, no official coal strikes have oc- 
curred since nationalization, which seems to reflect the union feeling “that the 
strike has become an outmoded means of getting what it wants. Arbitration is 
easier, cheaper, and almost as sure” (p. 72). The second major difference is in 
the use of joint consultation, especially at the plant (pit) level. This practice, 
carried over from the period when Bevin was Minister of Labour in the second 
world war, is still something of an enigma. It is in part an answer to the old 
labor slogan of “workers control” (dropped, interestingly enough, by the 
Trade Union Congress in 1945, just when labor was in a position to enforce 
it), but its role in a nationalized industry is perhaps even more of a question 
mark than in private industry, where it might represent an alternative to 
nationalization. Baldwin pinpoints the problem: (p. 114) 


The leading union and management officials at each pit must play two 
roles. They meet sometimes as bargainers under the conciliation scheme 
and sometimes as discussants under the consultation scheme. It is often 
impossible for individuals to make the radical adjustment in attitudes 
which underlie these roles. 


In the first five years the consultation committees have been rather ineffectual, 
but both management and union have felt that the usefulness of this machin- 
ery will improve with time, when both sides get thoroughly accustomed to their 
new roles and responsibilities. 

After the discussion of bargaining and consultation, Baldwin reviews his- 
torically the wage movements in coal. He analyzes the problems arising from 
regional wage and productivity differentials among the coal districts, wage 
differentials between the daywagemen and piecerate workers, and the estab- 
lishment of an industry minimum wage. This last is particularly interesting, 
for when the concept of a national weekly minimum for coal was introduced 
by the Greene Award in 1942, only about 3 per cent of coalminers were 
affected. By 1953, about 50 per cent of mineworkers were on the minimum, 
as the result of awards raising the minimum more rapidly than specific wage 
rates. This has had the effect of substantially reducing interdistrict wage 
differentials, at the same time that the Coal Board’s profit-and-loss inter- 
district differentials have widened. 

In his concluding chapters, Baldwin deals chiefly with matters of labor 
supply; the problem of maintaining adequate labor force, absenteeism, trans- 
ferring manpower in the “rationalization” process, etc. It is interesting to 
note that when marginal mines have been closed, about 75 per cent of the 
laborers concerned have been relocated in mining jobs, although not more 
than 20 per cent have exhibited a willingness to make a regional move. 

The final chapter deals with the problems of mechanization and the Coal 
Board’s plans for the future. This reviewer, however, felt that he was leit 
hanging in mid-air, After the excellent treatment of the various aspects of 
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these postnationalization problems, the book ends abruptly without an at- 
tempt to pull the pieces of the puzzle together. Some over-all assessment of 
the picture (not necessarily an ideological judgment of the desirability of 
nationalization), or a summary of findings would have added to the value of 
the book. Unfortunately, Baldwin’s chief conclusion is hidden in his preface 
(p. xx), where it may be overlooked. 


Socialists had long claimed that they could make a unique contribution 
to the labor problems of modern industry and this claim had been ad- 
vanced with special force in the case of British coal. A decade’s experience 
has shown this claim to be much less valid than many once believed; in- 
stead of nationalization dominating the industry’s labor problems, these 
problems have persisted and have dominated nationalization. 


Beyond Nationalization is not a book for the casual reader who wishes to 
get a quick general impression of the effects of nationalization; but it is a 
well-written and well-documented addition to the literature on problems of 
industrial relations and socialization of industry. 

ALLAN M. CarTTER 

Duke University 


Population; Welfare Programs; Standards of Living 


Economic Needs of Older People. With Policy Recommendations of the Com- 
mittee on Economic Needs of Older People. By JouNn J. Corson and Joun 
W. McConne tt. (New York: Twentieth Century Fund. 1956. Pp. xvii, 
533. $4.50.) 

This study falls into two parts, one devoted to fact-finding and the other 
to policy recommendations. In the first 13 chapters the authors have drawn 
upon the vast body of knowledge that has been accumulating in recent years 
to give us a survey of the economic status of older people, the problems they 
face in an effort to maintain independent living and the means available for 
helping them to meet their economic needs. The orderly arrangement of the 
text brings into focus the main aspects of the subject and helps us to integrate 
our knowledge of the field. A special investigation, sponsored by the Fund, 
adds to our knowledge of the ways older people live and their attitudes 
toward life. Anyone seriously interested in the welfare of this growing part 
of our population must be grateful to Mr. Corson, Professor McConnell and 
their able staff for the job they have done. In the welter of fact and fancy 
which threatens to overwhelm the social scientist today, we are lost without 
the services of the modern encyclopedist. 

The second part of the book comprises a single chapter. It is the report 
of a committee chosen by the Twentieth Century Fund to review the facts 
and formulate a program for action to meet the problems brought to light by 
the study. Recommendations are likely to be as good as the people who make 
them. In this instance the personnel has been well chosen. All are persons with 
active experience in the field of old age security. Together they present the 
main points of view on current issues. 
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The committee bases its recommendations on the proposition that the eco- 
nomic well-being of older people depends primarily on the productivity of 
the American economy. If this continues to expand, it will be possible for 
older people to share in the rising standard of living. “The danger to our old 
people,” as the committee sees it, “is that as a nation we may fail to develop 
a balanced and adequate program to meet the growing problem of the aged 
and that we may fail to accumulate and invest adequate savings in productive 
facilities.” 

The economic problems of older people are discussed in terms of the re- 
sponsibility shared by individuals, employers and unions, and government. 
In the opinion of the committee, the primary obligation for support in old 
age rests with the individual. Employers and unions have the duty to provide 
opportunities for productive employment for older workers. Private pension 
plans are approved in principle, but the rigidity of existing plans is ques- 
tioned. Contributory private pension plans are endorsed as a systematic 
method of saving. The government’s role includes the over-all responsibility 
for controlling inflation, framing appropriate tax policies and regulating the 
investment of private pension reserves. It also has specific functions connected 
with social security programs. The committee believes that Old Age and 
Survivorship Insurance should be extended to include all gainfully employed 
persons. It finds no reason to tamper with the financial arrangements of 
OASI at the present time, but recommends that Congress appoint an advisory 
council to recommend changes before the next scheduled tax increase in 1960. 
It agrees that as OASI expands, the states should assume a larger share of the 
cost of Old Age Assistance. It accepts the obligation of government to provide 
income for persons who are permanently and totally disabled. It sees, also, 
that government has a part in assuring to older people a wide range of welfare 
services in their own homes, such as homemaker and visiting nursing care, 
medical and hospital services, rehabilitation services and vocational counsel- 
ing, and suitable housing. 

The recommendations reveal a substantial area of agreement and their 
value for policy should not be underrated. They show how far we have come 
since 1935 in defining a pattern of old age security. But it is to the points of 
difference that we turn for indications of the kinds of questions we have to 
decide now or later. Controversy is keenest on such issues as the function and 
rationale of private pension plans; the organization of an income security 
program for the disabled; blanketing into OASI the whole of the aged popula- 
tion irrespective of their contribution status; the selection of taxes to finance 
OASI; the critical question of the purpose of the grant-in-aid for OAA; the 
distribution of responsibility among levels of government for housing and 
health and welfare services. 

Eveline M. Burns, in a personal statement, calls attention to the reluctance 
of the committee to “clarify for the American people the fundamental issues 
underlying many of the specific recommendations.”’ Her comments penetrate 
beyond the surface of the particular and strategic to the deeper levels of eco- 
nomic choice and social values. 
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Both Arthur Dean, the chairman, and Mrs. Burns lament the lack of precise 
information upon which to build policies. They warn against too ready com- 
mitment to practices based on beliefs and assumptions rather than on tested 
facts. They plead for wider and more fundamental research as the basis for a 
“balanced and adequate program to meeting the growing problem of the 
aged.” To this plea we can give hearty assent, with the proviso that in choos- 
ing their problems investigators take note of what this study of the economic 
needs of older people includes and what it omits. 

HeLEN FisHER HOHMAN 

Northwestern University 
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ANDRIESSEN, J. E. De ontwikkeling van de moderne prijstheorie (The development of 

modern price theory). (Leiden: Stenfert Kroese. 1956. Pp. 285. 14,50.) 
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Assas, S. A. Capital requirements jor the development of South and South-East Asia 
(Groningen: J. B. Wolters. 1955. Pp. 151. f 10,00.) 
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don Press. 1956. Pp. vi, 250. $4.80.) 

Fay, C. R. Adam Smith and the Scotland of his day. Univ. of Glasgow Soc. and econ 
stud. 3. (New York: Cambridge Univ. Press. 1956. Pp. vii, 174. $4.75.) 

Fing, S. Laissez faire and the general-welfare state—a study of conflict in American 
thought 1865-1901. (Ann Arbor: Univ. Michigan Press. London: Geoffrey Cumberlege. 
1956. Pp. x, 468. $7.50.) 


| 
tee 
a 


TITLES OF NEW BOOKS 753 
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the national economy. 

Netson, G. R., ed., assisted by others. Freedom and welfare—social patterns in the north- 
ern countries of Europe. (Copenhagen: Ministry of Social Affairs. 1953. Pp. xiii, 539.) 
From the editor’s preface: “The purpose ... is . . . to provide the interested foreigner 

with a bird’s eye view of selected social patterns in the Northern countries as a whole.” The 
survey is topical, “each chapter highlighting the broad lines of action pursued by these 
countries in dealing with the various problems under consideration.” Of particular interest 
to the economist are the chapters on labor, housing, social security, and “cooperation in 
social affairs.” 

Seoney, J. Het werkgelegenheidsaspect van het Surinaams Tienjarenplan (Employment 
aspects of the Surinam development plan). (Amsterdam: S. J. P. Bakker. 1955. Pp. 133. 
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Economic survey of Asia and the Far East, 1955. UN pub. no. 1956.1L.F.1, Also issued as 
Vol. VI, No. 4, of the Economic Bulletin for Asia and the Far East. (New York: Colum- 
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annual report. (New York: Nat. Bur. Econ. Research. 1956. Pp. 88.) 

Jacosy, N. H. Can prosperity be sustained? Policies for full employment and full produc- 
tion without price inflation in a free economy. (New York: Holt. 1956. Pp. xii, 152. 
$2.25.) 

Mack, R. P. Consumption and business fluctuations—a case study of the shoe, leather, 
hide sequence. Stud. bus. cycles no. 7. (Princeton: Princeton Univ. Press, for Nat. Bur. 
Econ. Research. 1956. Pp. xvii, 293. $7.50.) 

Aspects de la crise et de la depression de Véconomie francaise au. milien du XIX° siécle 
1846-1851. Biblio. de la révolution de 1848, vol. XIX. (Paris: Soc. d’Hist. de la Révolu- 
tion de 1848. 1956. Pp. xxiv, 356. 600 fr.; foreign 750 fr.) 

Les problémes de la prévision des affaires commerciales et de la recherche des possibilités 
d'affaires. Cahiers hors sér. (Paris: Inst. de Sci. Econ. Appl. 1956. Pp. 21.) 


Money, Credit and Banking; Monetary Policy; Consumer Finance; 
Mortgage Credit 


Bos, H. C. A discussion on methods of monetary analysis and norms for monetary policy 
(Schiedam: H. A. M. Roelants, for the Netherlands Econ. Inst. 1956. Pp. 52.) 

Coppreters, E. English bank note circulation 1694-1954. (Louvain: Louvain Inst. Econ. 
and Soc. Research. The Hague: Martinus Nijhoff. 1955. Pp. 171. 125 B fr.; f 8.50.) 

Crosara, A. A. Teoria della moneta come potere d’acquisto nell’ordine economico con 
mercato a credito sviluppato. 2nd ed. (Rome: Ed. Studium, 1956. Pp. xii, 214. L.2000.) 

ForstMANN, A. Volkswirtschafiliche Theorie des Geldes. Vol. Il. (Berlin: Duncker & 
Humblot. 1955. Pp. 940. DM 72,—.) 

Grecory, T. The present position of central banks. The Stamp Memorial Lecture delivered 
before the Univ. of London, 31 October 1955. (London: Athlone Press, Univ. of London. 
New York: John de Graff, distrib. 1956. Pp. 25. 2s. 6d.) 

Haim, G. N. Economics of money and banking. (Homewood, IIl.: Irwin. 1956. Pp. xv, 
577, Text ed., $6.) 

Kemp, A. The legal qualities of money. (New York: Pageant Press. 1956, Pp. 178. $5.) 
The book is designed as a practical guide “for students, bankers, legislators, lawyers, 

judges, administrators, economists and, to some extent, the general public. It is concerned 
with the legal qualities of legal tender, lawful money, and money receivable for specified 
purposes and with the concepts underlying these three qualities of money; the interrela- 
tionships of the concepts, and the principles governing their application; the authority to 
specify how these qualities may be applied; and the inconsistencies that have occurred in 
the historical development and application of these qualities.” (From the introductory 
chapter.) 

Kent, R. P. Money and banking. 3rd ed. (New York: Rinehart. 1956. Pp. xvi, 828. $6.50.) 

Koopmans, J. G., Hortror, M. W. and others. Monetaire uiteenzetiingen. Reprints of a 
discussion on methodological aspects of inflation and revaluation. (Rotterdam: Nether- 
lands Econ. Inst. 1955. Pp. 153. f 5,00.) 

Livincston, H. J. Management policies in American banks—a study based on a survey of 
the federal and state supervisory agencies. (New York: Harper. 1956. Pp. xii, 146. $3.) 
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NameBupiripap, K. N. S. A short history of Indian currency. (Poona: Continental Praka- 
shan. 1955. Pp. 380. Rs 7/8.) 

PressNELL, L. S. Country banking in the industrial revolution. (New York: Oxford Univ. 
Press. Oxford: Clarendon Press. 1956. Pp. xiv, 591. $11.20.) 

RittersHavusen, H. Bankpolitik—Eine Untersuchung des Grensgebiets swischen Kredit- 
theorie, Preistheorie und Wirtschaftspolitik. (Frankfurt/Main: Fritz Knapp. 1956. Pp. 224. 
DM 16,80.) 

Uzair, M. An outline of interestless banking. (Karachi and Dacca: Raihan Pub. 1955. Pp. 21. 
6s.) 

Van WaasptyK, T. Hire purchase credit in South Africa—an economic survey. (Johannes- 
burg: Witwatersrand Univ. Press. 1956. Pp. xvi, 174. 21s.) 

Woopwortn, G. W. The Detroit money market 1934-1955. Michigan bus. stud. XII (4) 
(Ann Arbor: Bur. Bus. Research, Univ. of Michigan. 1956, Pp. xxi, 297.) 

All-India rural credit survey. The general report of the Committee of Direction, abridged. 
(Bombay: Reserve Bank of India. 1956. Pp. viii, 301. Rs 2.) 

For a review of Vol. II of the General Report, see this Review, Dec. 1955, XLV, 972-76 
Annual report of the Federal Deposit Insurance Company for the year ended December 13, 

1955. Pt. I, Operations of the corporation. (Washington: Fed. Deposit Ins. Corp., 1956 

Pp. ix, 22.) 

Direct purchases of United States obligations by Federal Reserve banks. Hearings before 
the House Committee on Banking and Currency, 84th Cong., 2nd sess., Feb. 27 and 29, 
1956. (Washington: Supt. Doc. 1956. Pp. 39.) 

Housing amendments of 1956. Hearings before a subcommittee of the Senate Committee 
on Banking and Currency, 84th Cong., 2nd sess., Mar. 20-29, 1956. (Washington: Supt 
Docs. 1956, Pp. 738.) 

The mechanism of cheap money—a study of British monetary policy, 1931-1939. (Cardiff: 
Univ. of Wales Press, 1955. Pp. xi, 350. 25s.) 

Monetary and fiscal policy in New Zealand. (Wellington: Reserve Bank of New Zealand. 
1955. Pp. 253.) 

The contents first appeared as official statements to the Royal Commission on Monetary, 
Credit and Banking Systems (1955). Taken together, these statements provide a descrip- 
tion of the New Zealand banking system, of the part played by the Treasury in implement- 
ing economic policy, and a review of monetary policy in recent years. 

Money—master or servant? (Washington: Board Gov. Fed. Res. System. 1955. Pp. 47.) 

Mortgage credit and FHA multifamily housing. Report no. 2 of the Subcommittee on 
Housing of the House Committee on Banking and Currency. (Washington: Supt. Docs 
1956. Pp. 24.) 

Repeal of Silver Purchase Acts. Hearing before a subcommittee of the Senate Committee 
on Banking and Currency, 84th Cong., 2nd sess., pt. 2, Jan. 10, 1956. (Washington: 
Supt. Docs. 1956. Pp. 368.) 

Selective instruments of credit control—a bibliography. (Washington: Board Gov. Fed. 
Res. System. 1955. Pp. 9.) 


Public Finance; Fiscal Policy 


AtygEa, P. E. ann Atyea, B. R. Fairhope, 1894-1954—the story of a single tax colony. 
(University: Univ. of Alabama Press. 1956. Pp. xii, 351. $4.50.) 

BuRKHEAD, J. Government budgeting. (New York: John Wiley. London: Chapman & 
Hall. 1956. Pp. ix, 498. $7.50.) 

Dress, W., Jr. On the level of government expenditure in the Netherlands after the war. 
(Leiden: Stenfert Kroese. 1955. Pp. xii, 135. f 10,50.) 

Geritorr, W. anp Neumark, F., ed. Handbuch der Finanswissenschaft. Vol. Tl. Rev. ed. 
(Tiibingen: J. C. B. Mohr [Paul Siebeck]. 1956. Pp. xii, 815. DM 62,—.) 
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Nevin, E. T. The problem of the national debt. (Cardiff: Univ. of Wales Press. 1954. Pp. 
115. 6s.) 

Poore, K. E. Public finance and economic welfare. (New York: Rinehart. 1956. Pp. xvi, 
640, $6.50.) 

Sicaroos, R. A. The municipal income tax—its history and problems. (Chicago: Pub. Admin. 
Service. 1955. Pp. 169.) 

Stocker, F. D. The impact of federal income taxes on farm people. (Washington: Agric. 
Research Service, Dept. Agriculture. 1955. Pp. 32.) 

Alternative plans for reducing the individual income tax burden. Prepared by the staff of 
the Joint Committee on Internal Revenue Taxation, December 1955. (Washington: Supt. 
Docs. 1956. Pp. 34.) 

The budget, the economy and tax reduction in 1956. A statement on national policy by the 
CED Research and Policy Com. (New York: Com. for Econ. Develop. 1956, Pp. 22.) 

Comparable provisions of death duty and gift tax conventions between United States and 
other countries. Pub. no. 193. (Washington: Internal Rev. Service. [1956.] 1 v. unpaged.) 

A comparative study of the bonded debt of the forty-eight States. Research stud. no. 9. 
(Baton Rouge: Louisiana Legislative Council. 1956. Pp. 140.) 

Etude comparative des budgets Belge, Néerlandais et Luxembourgeois ayant trait aux 
années 1949-1950-1951-1952-1953-1954. Rapport de la commission pour I’étude de la 
comparaison des budgets des institutions publiques et parastatales. (Brussels: Secrétariat 
Général, Union Douaniére Néerlando-Belgo-Luxembourgeoise. 1955. Pp. 218.) 

Excise tax, technical and administrative problems. Hearings before a subcommittee of the 
House Committee on Ways and Means, 84th Cong., 2nd sess. (Washington: Supt. Docs. 
1956. Pts. 2 and 3.) 

The federal budget in brief—fiscal year 1957. (Washington: Supt. Docs. 1956. Pp. 54.) 

The federal revenue system; facts and problems. Materials assembled for the Subcommittee 
on Tax Policy, Joint Committee on the Economic Report, 84th Cong., ist sess. (Wash- 
ington: Supt. Docs. 1956, Pp. 201.) 

Municipal finance administration. Sth ed. (Chicago: Internat. City Managers’ Assoc., for 
Inst. for Training in Municipal Admin. 1955. Pp. 461.) 

Tax Rate Extension Act of 1956. House rept. no. 1860, 84th Cong., 2nd sess. (Washington: 
House Com. on Ways and Means. 1956. Pp. 10.) 


International Economics 


KaHMAnn, H. Schutz gegen Dumping. Antidumpingzoll—und Subventionsausgleichszollver- 
fahren in den USA und der Bundesrepublik Deutschland. Ein Vergleich. (Miinster: 
Forschungsstelle fiir Allgemeine und Textile Marktwirtschaft, Univ. Miinster. 1955. 
Pp. 34.) 

LintHorst Homan, J. Europese integratie. (European integration.) (The Hague: Martinus 
Nijhoff. 1955. Pp. 256. f 13,50.) 

Mappox, J. G. Technical assistance by religious agencies in Latin America. (Chicago: Univ. 
of Chicago Press. 1956. Pp. xi, 139. $3.50.) 

This is the first of a new series of books sponsored by the National Planning Association. 

Meape, J. E. The Belgium-Luxembourg economic union, 1921-1939—lessons from an early 
experiment. Essays internat. fin. no. 25. (Princeton: Internat. Fin. Sec., Princeton Univ. 
1956. Pp. 41.) 

Myrpat, G. An international economy—problems and prospects. (New York: Harper. 1956. 
Pp. xi, 381. $6.50.) 

Pant, Y. P. Nepal’s economic development on international basis. Booklet no. 1. (Kath- 
mandu: Nepal Council of Asian Relations and World Affairs. 1956. Pp. 24. Nepali 
75 Pice.) 

Pork, J. Sterling—its meaning in world finance. (New York: Harper, for Council on For. 
Relations. 1956. Pp. xvii, 286. $3.75.) 
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Pratt, E. E. Modern international commerce. (New York: Allyn and Bacon. 1956. Pp. xvi, 
677. $6.50.) 

Rusin, S. J. Private foreign investment—legal and economic realities. (Baltimore: Johns 
Hopkins Press. 1956. Pp. x, 108. $3.50.) 

Lectures given during the spring of 1955 in Washington, D.C. under the auspices of the 
School of Advanced International Studies of The Johns Hopkins University. ‘The lectures 
sought to explore several problems within the broad field of private foreign investment and 
the international law relating to the status and protection of such investment.” 

Satant, W. S. Short-term domestic economic effects of reducing import barriers. Reprint 
no. 10. (Washington: Brookings. 1956. Pp. 31. gratis.) 

Reprint of testimony given before the Subcommittee on Foreign Econ. Policy of the 
Joint Com. on the Econ. Report. 

SANTARELLI, A. Occupazione totale e commercio con Vestero. Coll. ca’ Foscari, Fac. di Econ 
e Com., Venezia. (Padua: Cedam—A. Milani. 1950. Pp. viii, 199.) 

Scutermincer, G, Das Europdische Wahrungsabkommen von 1955 und einige neuere 
wahrungs politische Entwicklungen. Kieler Vortrage n.f. 9. (Kiel: Inst. fiir Weltwirtschaft 
an der Univ. Kiel. 1956. Pp. 22.) 

Sennnorz, H. F. How can Europe survive? (New York: Van Nostrand. 1956. Pp. iv, 336.) 
“A selection of famous doctrines and plans of unification is analyzed in Part Two of this 

treatise. As will be shown, most of the ready plans and schemes offer government cooperation 

as the panacea for present deplorable world conditions. Scarcely an author has ever dealt 
with the causes of disintegration and disunity. ... 

“The several institutions for the promotion of unity set up by Western European govern- 
ments are analyzed in Part Three. They are examined in the light of the compatibility of 
their functions with the true principles of unification. . . . 

“In Part Four, the author is searching for a world economy of peaceful cooperation, a 
world without trade barriers and restrictions upon the liberty of man, a world without 
incentives for war and aggression.” (From the introductory chapter.) 

Towte, L. W. International trade and commercial policy. 2nd ed. (New York: Harper. 
1956. Pp. xiv, 906. $6.50.) 

Yates, P. L. So bold an aim—ten years of international cooperation toward freedom from 
want. An FAO pub. (New York: Columbia Univ. Press. 1956. Pp. 174. $1.50.) 

The Agreement on the Organization for Trade Cooperation. Report of the House Committee 
on Ways and Means, Sith Cong., 2nd sess. (Washington: Supt. Docs. 1956. Pp. 22.) 
The Agreement on the Organization for Trade Cooperation, the President’s message request- 

ing legislation authorizing United States participation in the Organization for Trade 

Cooperation and related material. (Washington: Supt. Docs. 1956. Pp. 104.) 

East-West trade. Hearings before the Permanent Subcommittee on Investigations of the 
Senate Committee on Government Operations, 84th Cong., 2nd sess. (Washington: Supt. 
Docs. 1956. 1 v.) 

The European Coal and Steel Community—pft. 2. Stud. in bus. and econ. X(1). (College 
Park: Bur. of Bus. and Econ. Research, Univ. of Maryland. 1956. Pp. 16.) 

Extension of Export Control Act of 1949. Hearing before a subcommittee of the Senate 
Committee on Banking and Currency, 84th Cong., 2nd sess., April 19 and 30, 1956. 
(Washington: Supt. Docs. 1956. Pp. 148.) 

Foreign grants and credits by the United States government—December 1955 quarter. 
(Washington: Dept. Commerce. 1956. Pp. ii, 80.) 

General Agreement on Tariffs and Trade: analysis of renegotiation of certain tariff con- 
cessions—Australia, Ceylon, Cuba, the Netherlands and Sweden. (Washington: Supt. Docs. 
1956. Pp. 34.) 

Human values in social change in South and Southeast Asia and in the United States— 
implications for Asian-American cooperation. Conference on Asian-American Cultural 

Relations, April 19-May 19, 1956. Sponsored by U.S. Nat. Comm. for UNESCO. State 

Dept. pub. no. 6328. (Washington: Supt. Docs. 1956, Pp. x, 33.) 
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Introducing Organization for Trade Cooperation. Dept. of State pub. 6268, Com. pol. ser. 
155. (Washington: Supt. Docs. 1956. Pp. 23.) 

Mutual security legislation and related documents. (Washington: Internat. Coop. Admin. 
1955. Pp. 215.) 

The Mutual Security Program, fiscal year 1957. A summary presentation, April 1956, by 
Dept. State, Dept. Defense and Internat. Coop. Admin. (Washington: Supt. Docs. 1956. 
Pp. 82.) 

Organization for Trade Cooperation. Hearings before the House Committee on Ways and 
Means, 84th Cong., 2nd sess. (Washington: Supt. Docs. 1956. Pp. 1444.) 

Réglementation du commerce de l’or et des devises en Belgique et au Grand-Duché de 
Luxembourg. (This completes the 1947 edition.) Suppl. 7. Réglementation du commerce 
de l’or et des devises en France. Suppl. 16. (Basle: Bank for Internat. Settlements. 1956. 
Pp. 234.) 

Regulation of exports. Hearing before the House Committee on Banking and Currency, 
84th Cong., 2nd sess., Feb, 23, March 5, 6, 1956. (Washington: Supt. Docs. 1956. Pp. 182.) 


Report to Congress on the Mutual Security Program for the six months ended December 
31, 1955. (Washington: Supt. Docs. 1956. Pp. 38. 35¢.) 

Report of the National Advisory Council on International Monetary and Financial Problems 
covering its operations from Jan. 1 to June 30, 1955. (Washington: Supt. Docs. 1956 
Pp. 69.) 

Statistical yearbook 1955. 7th issue. Prepared by the Stat. Off. of the UN Dept. Econ. and 
Soc. Affairs. Pub. no. 1955-XVII-10. (New York: Columbia Univ. Press. 1956. Pp. 644. 
$7.50; paper $6.) 

Technical assistance programs. Hearings before a subcommittee of the Senate Committee on 
Foreign Relations, 84th Cong., 2nd sess., Jan. 23, 1956. (Washington: Supt. Docs. 1956. 
Pp. 432.) 

Technical assistance and related programs. Report of the Sennate Committee on Foreign 
Relations, 84th Cong., 2nd sess. Rept. no. 1956. (Washington: Supt. Docs. 1956. Pp. 30.) 

Technical cooperation in Latin America—recommendations for the future. By NPA Spec. 
Policy Com. on Technical Cooperation. (Washington: Nat. Planning Assoc. 1956. Pp. 
xii, 192. $2.50.) 

United States technical assistance and related activities in Latin America. Hearing before a 
subcommittee of the House Committee on Government Operations, 84th Cong., 1st sess., 
Oct. 10-28, 1955. (Washington: Supt. Docs. 1956. Pp. 685.) 

Standing Advisory Commitice on Agricultural Credit—proceedings of the fourth meeting 
held in Bombay, 14 and 15 Jan. 1955. (Bombay: Reserve Bank of India. 1956. Pp. 46.) 


Business Finance; Investment and Security Markets; Insurance 
Gotpscumnipt, H. O. Financial planning in industry. (Leiden: Stenfert Kroese, 1956. Pp. xi, 
173. f 22, 80.) 
Gupta, A. K. D. State financing of private enterprise in postwar India. (Calcutta: Modern 
Book Agency. 1956. Pp. vii, 188. Rs 9/-.) 

Herrick, K. W. Total disability provisions in life insurance contracts. (Homewood, IIl.: 
Irwin, for S. S. Huebner Foundation, Univ. of Pennsylvania. 1956. Pp. xvii, 212. $4.) 
Macraz, N. The London capital market—its structure, strains and management. (London: 

Staples. New York: John de Graff, distrib. 1956. Pp. 285. $6.) 
Menr, R. I. ayp Oster, R. W. Modern life insurance—a textbook of income insurance. 
Rev. ed. (New York: Macmillan. 1956. Pp. xvi, 747. $6.90.) 


Sniwer, H. W.. Life insurance investment in commercial real estate. (Homewood, III: 
Irwin, for Huebner Foundation for Insurance Education, Univ. of Pennsylvania. 1956. 
Pp. xvii, 136. $4.) 
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Business Organization; Managerial Economics; Marketing; Accounting 


AntuHony, R. N., ed. Proceedings, automatic data processing conference—September 8 and 
9, 1955. (Boston: Div. of Research, Grad. School of Bus. Admin., Harvard Univ. 1956. 
Pp. viii, 194. $3.50.) 

Barker, C. W., Anverson, I. E. anp Butterworts, J. D. Principles of retailing. 3rd ed. 
(New York: McGraw-Hill. 1956. Pp. x, 633. $6.50.) 

Benvix, R. Work and authority in industry—ideologies of management in the course of 
industrialization. (New York: John Wiley. London: Chapman & Hall. 1956. Pp. xxv, 
466. $7.50.) 

Boyp, H. W., Jr. anp WestFaLt, R. Marketing research—text and cases. (Homewood, IIL: 
Irwin. 1956. Pp. xvii, 675. Text ed. $6.50.) 

Cortov, J. A. De tweedehands consumentenmarkt (A theory of the resale market of con 
sumers goods). (Amsterdam: Joachimsthal. 1955. Pp. 154. f 6, 90.) 

Gitmour, R. W. Industrial wage and salary conirol. (New York: John Wiley. London: 
Chapman & Hall. 1956. Pp. x, 261. $7.50.) 

Hansen, H. L. Marketing-—text, cases, and readings. (Homewood, Ill.: Irwin. 1956. Pp. xi, 
799. Text ed. $6.95.) 

Hopces, H. G. Management—principles, practices, problems. (Boston: Houghton Mifflin 
1956. Pp. xii, 703. $6.50.) 

Jones, R. C. Price level changes and financial statements—case studies of four companies 
(Columbus: An Accounting Assoc., Ohio State Univ. 1955. Pp. ix, 180. $3.) 

KuincMan, H. F. Electronics in business—a case study in planning: Port of New York 
Authority. Suppl. no. 1. A descriptive reference guide, F. A. May, ed. A research renort 
(New York: Controllership Foundation. 1956. Pp. xviii, 121; vii, 130. $4.; $3.) 

Knautu, O. Business practices, trade position, and competition. (New York: Columbia 
Univ. Press. 1956. Pp. 181. $3.) 

MacxenziE, D. H. The fundamentals of accounting—a cost and revenue approach. Rev. ed. 
(New York: Macmillan. 1956. Pp. xv, 742. $6.) 

Mannz, A. S. Scheduling of petroleum refinery operations. Harvard econ. stud. XCVITI. 
(Cambridge: Harvard Univ. Press. 1956. Pp. xii, 185. $5.) 

Mauser, F. F. anp Scnwartz, D. J., Jr. Introduction to American business. (New York: 
American Book. 1956. Pp. ix, 661. $6.) 

McAuuster, H. E. The elasticity of demand for gasoline in the State of Washington. Econ. 
and bus. stud. bull. no. 29. (Pullman: Bur. Econ. and Bus. Research, State College of 
Washington. 1956. Pp. xiv, 80. $2.) 

OstLunp, H. J. anp Hotranper, S. C. Small business is big business. Stud. in econ. and bus 
no. 18. (Minneapolis: Univ. of Minnesota Press. 1956. Pp. iii, 34. $1.) 

Patrick, A. W. The theory and technique of cost accounting in the hosiery industry. Michi- 
gan bus. stud. XIT (3). (Ann Arbor: Bur. Bus. Research, Univ. of Michigan. 1956. Pp. 
ix, 229.) 

Scott, E. L. Leadership and perceptions of organization. Research monogr. no. 82. (Co 
lumbus: Bur. Bus. Research, Ohio State Univ. 1956. Pp. 122.) 

Stocpitt, R. M. ano Swartie, C. L. Methods in the study of administrative leadership. 
Research monogr. no. 80. (Columbus: Bur. Bus. Research, Ohio State Univ. 1956. 
Pp. 77.) 

Terry, G. R. Principles of management. Rev. ed. (Homewood, IIl.: Irwin. 1956. Pp. xiv, 
730. Text ed. $6.50.) 

The automobile marketing practices study. Report of the Subcommittee on Automobile 
Marketing Practices of the Senate Committee on Interstate and Foreign Commerce, Jan. 
19, 1956. (Washington: Supt. Docs. 1956. Pp. 39.) 

Industrial engineering—organization and practices. Stud. bus. pol. no. 78. (New York: Nat. 

Indus. Conf. Board.;1956. Pp. 56.) 
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Industrial Organization; Government and Business; Industry Studies 


Acrawat, R. G. Price controls in India since 1947. (New Delhi: Author, 28 Ferozshah Rd. 
1956. Pp. xv, 200. Rs 7/8.) 

Gotpscumipt, D. Stahl und Staat. Eine wirtschaftssoziologische Untersuchung zum Brit- 
tischen Nationalisierungsexperiment. (Stuttgart and Diisseldorf: Ring-Verlag. 1956. 
Pp. 290. DM 27, 80.) 

GrEENHUT, M. L., Plant location in theory and in practice—the economics of space. (Chapel 
Hill: Univ. of North Carolina Press. 1956. Pp. xiii, 338. $7.50.) 

GROENEVELD, K. J. Algemene Bedrijfseconomie. Vol. II. (Leiden: Stenfert Kroese. 1956. 
Pp. xi, 324. f 9, 75.) 

Jounson, H. L. Piggyback transportation—an economic analysis. Stud. in bus. and econ. 
bull. no. 1. (Atlanta: Div. of Bus. Research, School of Bus. Admin., Georgia State College 
of Bus. Admin. 1956. Pp. vi, 54. $1.) 

Kaysen, C. United States vs. United Shoe Machinery Corporation—an economic analysis 
of an anti-trust case. Harvard econ. stud. XCIX. (Cambridge: Harvard Univ. Press. 1956. 
Pp. xii, 404. $6.50.) 

Koontz, H. ano Gase, R. W. Public control of economic enterprise. (New York: McGraw- 
Hill. 1956. Pp. xii, 851. $7; text ed., $7.) 

Lewis, E., comp. Antitrust laws with amendments, 1890-1956. (Washington: Supt. Docs. 
1956. Pp. 107.) 

Mine, A. M. The economics of inland transport. (London: Pitman. 1955. Pp. 292. 25s.) 

Poot, A. G. anp LieweLtyn, G. The British hosiery industry—a study in competition. 
(Leicester : Univ. College, Leicester. 1955. Pp. 34. 4s. 6d.) 

Sapir, M. anp VAN Hyninc, S. J. The outlook for nuclear power in Japan. Reports on the 
productive uses of nuclear energy. (Washington: Nat. Planning Assoc. 1956. Pp. xii, 
175. $3.) 

Tysout, R. A. Government contracting in atomic energy. (Ann Arbor: Univ. Michigan 
Press. London: Geoffrey Cumberlege. 1956. Pp. x, 226. $4.50.) 

From the preface: “Atomic energy, the force that added a new dimension to death and 
destruction, can also open new frontiers to material welfare. This book is founded upon the 
belief that modern society is able to contain both aspects of atomic energy. It analyzes the 
course of social adaptation in one phase of domestic policy-—-the organization of a new in- 
dustrial empire under government aegis.” 

Aluminum industry. Hearings before subcommittee no. 3 of the House Select Committee on 
Small Business, 84th Cong., 1st sess. (Washington: Supt. Docs. 1956. v. 1.) 

Amending Clayton Act by requiring prior notification of certain corporate mergers and for 
other purposes. Hearings before the House Committee on the Judiciary, 84th Cong., 2nd 
sess. (Washington: Supt. Docs. 1956, Pp. 209.) 

To amend sections 2 and 3 of the Clayton Act. Hearings before the Antitrust Subcommittee 
of the House Committee on the Judiciary, 84th Cong., 2nd sess., April 1956. (Washington : 
Supt. Docs. 1956. Pp. 379.) 

American patent system. Hearings before the Subcommittee on Patents, Trademarks, and 
Copyrights, Senate Committee on the Judiciary, 84th Cong., Ist sess., Oct. 10-12, 1955. 
(Washington: Supt. Docs. 1955. Pp. 361.) 

Atomic energy and New England. (Cambridge: New England Com. on Atomic Energy, 
Governors’ Conference. 1955. Pp. 96.) 

Commercial and international developments in atomic energy; proceedings of a meeting of 
the Atomic Industrial Forum, September 27-29, 1955, Washington, D.C. (New York: 
Atomic Industrial Forum. 1956. Pp. 598.) 

Control of bank holding companies. Hearings before the Senate Committee on Banking and 
Currency, 84th Cong., 2nd sess., Feb. 1956. (Washington: Supt. Docs. 1956. Pp. 126.) 

Control of bank holding companies. Senate Committee on Banking and Currency rept. no. 
1095. (Washington: Supt. Docs. 1956. Pp. 27.) 
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Estimated future power requirements of the United States by regions, 1954-1980. (Wash- 
ington: Federal Power Comm. 1955. Pp. 14.) 

Highway Revenue Act of 1956. Hearings before the House Committee on Ways and Means, 
84th Cong., 2nd sess., Feb. 14-21, 1956. (Washington: Supt. Docs. 1956. Pp. 637.) 

International air agreements. A report of the Senate Committee on Interstate and Foreign 
Commerce, 84th Cong., 2nd sess. (Washington: Supt. Docs. 1956. Pp. 30.) 

The Network Monopoly. Report prepared for the Senate Committee on Interstate and 
Foreign Commerce, 84th Cong., 2nd sess., by Senator J. W. Bricker. (Washington: Supt. 
Docs. 1956. Pp. 27.) 

Newsprint study. Hearings before a subcommittee of the House Committee on Interstate 
and Foreign Commerce, 84th Cong., 2nd sess., Jan. 10 and 25, 1956. (Washington: Supt. 
Docs. 1956. Pp. 217.) 

Peaceful uses of atomic energy. Report of the Panel on the Impact of the Peaceful Uses 
of Atomic Energy, Joint Committee on Atomic Energy, 84th Cong., 2nd sess. (Wash- 
ington: Supt. Docs. 1956. 2 vols.) 

Price discrimination—the Robinson-Patman Act and related matters. Hearings before the 
House Select Committee on Small Business, 84th Cong., Ist sess. (Washington: Supt. 
Docs. 1956. Pts. I, II, III. Pp. 1289.) 

Price spreads in the canning industry. Legislative Reference Service of the Library of 
Congress staff study of income, costs, and profits in the canning industry, fiscal year 
1954-55. (Washington: Supt. Docs. 1955, Pp. 8.) 

Proceedings of the International Conference on the Peaceful Uses of Atomic Energy held in 
Geneva 8 Aug.-20 Aug. 1955. Vol. I, The world’s requirements for energy—the role of 
nuclear energy. UN pub. no. 1956.1X.1. (New York: Columbia Univ. Press. 1956. Pp. xi, 
479. $8.) 

Report of the Attorney General on competition in the synthetic rubber industry, May /, 
1956. (Washington: Supt. Docs. 1956. Pp. 36.) 

Report concerning an alleged combine in the manufacture, distribution and sale of asphalt 
and tar roofings and related products in Canada. (Ottawa: Restrictive Trade Practices 
Comm., Dept. Justice. 1955. Pp. 282.) 

Report concerning a manufacturer's advertising plan alleged to constitute resale price main- 
tenance in the distribution and sale of certain household appliances. (Ottawa: Restrictive 
Trade Practices Comm., Dept. Justice. 1955. Pp. 93.) 

A study of the antitrust laws. Hearings before the Subcommittee on Antitrust and Mo- 
nopoly of the Senate Committee on the Judiciary, 84th Cong., 1st sess., Nov.-Dec. 1955. 
(Washington: Supt. Docs. 1956. 3 pts.) 

A study of the antitrust laws. Hearings before the Subcommittee on Antitrust and Mo- 
nopoly of the Senate Committee on the Judiciary, 84th Cong., Ist sess., pts. 3 and 4. 
(Washington: Supt. Docs. 1955. 1956. Pp. 626; 356.) 

A study of the antitrust laws. Staff report of the Subcommittee on Antitrust and Mo- 

nopoly of the Senate Committee on the Judiciary, 84th Cong., 1st sess. Bigness and 

concentration of economic power—a case study of General Motors Corporation. (Wash- 

ington: Supt. Docs. 1956. Pp. v, 119.) 


Land Economics; Agricultural Economics; Economic Geography; Housing 


ANGELoPoutoS, A. L’atome unira-t-il le monde?—aspects économiques sociaux politiques. 
(Paris: R. Pichon & R. Durand-Auzias. 1956. Pp. 216. 750 fr.; foreign, 850 fr.) 

Brack, J. D. AND Bonnen, J. T. A balanced United States agriculture in 1965. NPA spec. 
rept. 42. (Washington: Nat. Planning Assoc. 1956. Pp. 29.) 

Bocvue, D. J. Metropolitan growth and the conversion of land to nonagricultural uses. 
Stud. in population and distrib. no. 11. (Oxford: Scripps Foundation, Miami Univ. 

Chicago: Population Research and Training Center, Univ. of Chicago. 1956. Pp. 33.) 
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Fever, E. Dairy dilemma. Planning pamph. no. 95. (Washington: Nat. Planning Assoc. 1956, 
Pp. xiii, 65. $1.) 

Gresier, L. Europe’s reborn cities. Tech. bull. no. 28. (Washington: Urban Land Inst. 
1956. Pp. 104. $5.) 

Heavy, E. O., Jounson, G. L. anp Haron, L. S., ed. Resource productivity, returns to 
scale, and farm size. (Ames: Iowa State College Press, for North Central Farm Manage- 
ment Research Com. 1956. Pp. xi, 208. $3.50.) 

LinpstAuL, S. A survey of the geographical distribution of industry in Finland in 1952. 
(Helsinki: Meddelanden Fran Ekon.-Geog. Inst., Svenska Handelshégskolan. 1955. 
Pp. 33.) 

Moreett, B. Our nation’s water resources—policies and politics. A series of lectures at the 
University of Chicago, Apr. 30-May 4, 1956. (Pittsburgh, 1956. Pp. 52.) 

Parson, R. L. Conserving American resources. (Englewood Cliffs, N.J.: Prentice-Hall. 
1956. Pp. 557.) 

Witcox, W. W. Social responsibility in farm leadership—an analysis of farm problems and 
farm leadership in action. (New York: Harper. 1956. Pp. xi, 194. $3.) 

Wricut, A. J. United States and Canada—a regional geography. 2nd ed. (New York: 
Appleton-Century-Crofts. 1956. Pp. xviii, 590. $7.) 

Agriculture in the world economy. (Rome: UN Food and Agric. Org. 1955. Pp. vii, 76. $1.) 

The Columbia Basin settler—a study of social and economic resources in new land settlement. 
Bull. no. 566. (Pullman: Inst. Agric. Sci., State College of Washington. 1956. Pp. ii, 51.) 

Cotton imports, exports, and minimum acreage allotments. Hearings before the Subcom- 
mittee on Cotton of the House Committee on Agriculture, 84th Cong., 2nd sess. Feb. 6-8, 
1956. (Washington: Supt. Docs. 1956. Pp. 302.) 

Facts on United States agricultural and other imports. For. Agric. Service report no. 90. 
(Washington: Supt. Docs. 1956. Pp. 12.) 

Federal Flood Insurance Act of 1956. Report from the Senate Committee on Banking and 
Currency, 84th Cong., 2nd sess. (Washington: Supt. Docs. 1956. Pp. 27.) 

Fisheries legislation. Hearings before the Senate Committee on Interstate and Foreign 
Commerce, 84th Cong., 2nd sess., March 19-26, 1956. (Washington: Supt. Docs. 1956. 
Pp. 299.) 

General farm legislation. Hearings before the House Committee on Agriculture, 84th Cong., 
2nd sess., Feb. 21-22, 1956. (Washington: Supt. Docs. 1956. Pp. 172.) 

Hells Canyon project, Idaho-Oregon—memorandum of the chairman to the members of 
the Senate Committee on Interior and Insular Affairs, December 30, 1955. (Washington: 
Supt. Docs. 1956. Pp. 37.) 

Oxford regional economic atlas—the U.S.S.R. and Eastern Europe. (New York: Oxford 
Univ. Press. 1956. Pp. viii, 134. $10.) 

People, housing and rent control in Buffalo. (New York: Temp. State Housing Rent 
Comm. 1956. Pp. xi, 139.) 

The plant, the office, and the city. Pt. II, Industrial location impacts. Tax Policy. XXIII 
(2-3). (Princeton: Tax Inst. 1956. Pp. 36. 75¢.) 

Prospects of foreign disposal of domestic agricultural surpluses. A staff study. (Wash- 
ington: Interagency Com. on Agric. Surplus Disposal. 1956. Pp. xii, 112.) 

Study of development of upper Columbia River Basin, Canada and United States—report 
to the Chairman of the Senate Committee on Interior and Insular Affairs, submitted by 
Richard L. Neuberger. (Washington: Supt. Docs. 1955. Pp. 44.) 


Labor Economics 


BLUMENTHAL, W. M. Disability retirement in industrial pension plans. (Princeton: Indus. 
Relations Sec., Princeton Univ. 1956. 62. $2.) 
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Curistiz, R. A. Empire in wood—a history of the Carpenters’ Union. (Ithaca: New York 
State School of Indus. & Labor Relations, Cornell Univ. 1956. Pp. xvii, 356. $5.50; 
paper, $4.50.) 

Focarty, M. P. Personality and group relations in industry. (New York: Longmans, Green. 
1956. Pp. ix, 341. $6.) 

Guman, G. Human relations in the industrial Southeast-—a study of the textile industry. 
(Chapel Hill: Univ. of North Carolina Press. 1956. Pp. xii, 327. $5.) 

KornHAusER, A., SHEPPARD, H. L. anp Mayer, A. J. When labor votes—a study of auto 
workers. (New York: Univ. Books. 1956. Pp. 352. $5.) 

This is a case study of the voting behavior of labor union members. The inquiry is not 
only confined to auto workers in the Detroit area, but was supported by a research grant 
to Wayne University from the UAW. The factual data subjected to analysis, which were 
obtained by means of pre-election and postelection interviews of the survey research type, 
are limited to those that emerged in connection with the 1952 presidential election. Within 
these self-imposed limitations, the investigators enjoyed complete freedom both in the 
conduct of the research and in the publication of the results. The outcome is a carefully 
prepared and well-written volume of substantial importance. “The research reported here,” 
the authors declare, ‘aims to have practical significance in reference to the current political 
scene; it provides useful information for persons concerned with the participation of 
organized labor in politics whether they are for it or against it. But the study is by no 
means limited to immediate applications. The results, it is hoped, will help provide 
deeper understanding of working people’s motivations and feelings as these affect their 
political outlook and behavior.” These objectives are effectively realized; and since “the 
inquiry deals with one of the largest and most dynamic unions in the nation,” there 
is also ample basis for the assertion that “conclusions regarding these auto workers . . . 
have suggestive value that transcends the limitations of the particular sample.” The heart 
of the factual analysis is contained in a chapter on “how they voted and why,” supple- 
mented by a later chapter on “four types of UAW members.” The guiding factors involved 
in the voting behavior of these auto workers are examined in chapters dealing with the 
campaign influences to which they were exposed, the character of their political orientation 
and the extent of their political interest, and their more general personal attitudes related 
to political behavior. A chapter of conclusions deals in balanced and stimulating fashion 
with “union members and the future of political action.” The appendices, in addition to 
presenting a su, . iementary group of relevant statistical tables, set forth the interview ques- 
tionnaires used, describe and evaluate the sampling procedures involved, and explain the 
construction of the indexes and ratings employed. While of primary significance to political 
scientists, it is believed that the volume will also be of interest to labor economists. 

ILS. 


Levine, M. anv ALLIison, T. Collective bargaining clauses—layofi, recall, and work-sharing 
procedures. BLS bull. no. 1189. (Washington: Supt. Docs. 1956. Pp. 53.) 

Levinson, E. Labor on the march. (New York: University Books. 1956. Pp. xxii, 325. 
$3.50.) 
Originally published in 1938, this book is now reissued with a new introduction by 

Walter P. Reuther and a foreword by James T. Farrell. 

McMurry, D. L. The great Burlington strike of 1888—a case history in labor relations. 
(Cambridge: Harvard Univ. Press. 1956. Pp. x, 377. $6.) 

Pater, G. S. Philadelphia workers in a changing economy. Indus. research stud. XX XVIII. 
(Philadephia: Univ. of Pennsylvania Press, 1956. Pp. xiv, 189. $6.) 

Parnes, H. S. Union strike votes—current practice and proposed controls. Research rept 
ser. no. 92. (Princeton: Indus. Relations Sec., Princeton Univ. 1956. Pp. 141. $3.) 

Roserts, B. C. Trade union government and administration in Great Britain. (Cambridge: 
Harvard Univ. Press. London: G. Bel] and Sons, for London School of Econ. and Pol. 
Sci. 1956. Pp. viii, 570. $6.) 
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Surrin, S. C. ano Sepcwick, R. C. Labor economics and problems at mid-century. (New 
York: Knopf. 1956. Pp. xxvi, 385. $5.75.) 

Untersercer, S. H. Guaranteed wage and supplementary unemployment pay plans. 
(Chicago: Commerce Clearing House. 1956. Pp. ix, 189. $3.50.) 

A concise analysis of various aspects of the guaranteed wage: why labor wants it; the 
employers’ opposition case; the actual guaranteed wage plans that have recently materi- 
alized; cost and financial problems; legal and administrative problems. An appendix 
reproduces the supplemental unemployment benefit plans of the Ford Motor Co. and 
United Automobile Workers of America, the American Can Company and United Steel- 
workers of America, and the Continental Can Company and United Steelworkers of 
America. 

Warker, K. F. Industrial relations in Australia. (Cambridge: Harvard Univ. Press. 1956. 
Pp. xviii, 389. $7.50.) 

Youtster, J. S. Labor's wage policies in the twentieth century. (New York: Twayne Pubs., 
for Skidmore College. 1956. Pp. 344. $5.) 

ZALEZNIK, A. Worker satisfaction and development—a case study of work and social 
behavior in a factory group. (Boston: Div. Research, Harvard Bus. School. 1956. Pp. 
xvi, 148. $2.) 

Compulsory arbitration of labor-management disputes in public utilities; a summary of 
state laws. Research mem. no. 1 on proposal no, 3. (Little Rock: Research Dept., Arkansas 
Legislative Council. 1955. Pp. 21.) 

Longshoremen’s and Harbor Workers’ Compensation Act. Hearings before a special sub- 
committee of the House Committee on Education and Labor, 84th Cong., 2nd sess., 
March 12-14, and 26, 1956. (Washington: Supt. Docs. 1956. Pp. 176.) 

Minimum wages in certain territories, possessions, and oversea areas of the U.S. Hearings 
before a subcommittee of the House Committee on Education and Labor, 84th Cong., 
2nd sess., Feb. and March 1956. Pt. 1. (Washington: Supt. Docs. 1956: Pp. 366.) 

National employment services—United States. U. S. Bureau of Employment Security. 
(Geneva: Internat. Lab. Off. 1955. Pp. 165.) 

Private employee benefit plans—selected annotated references 1951-1955. (Baltimore: Soc. 
Security Admin., U.S. Dept. Health, Education, and Welfare. 1956. Pp. 35.) 

Problems in measurement of expenditures on selected items of supplementary employee 
remuneration. BLS bull. no. 1186. (Washington: Supt. Docs. 1956. Pp. 85.) 

Problems of wage policy in Asian countries. Stud. and repts. n.s. no. 43. (Geneva: Internat. 
Lab. Off. 1956. Pp. vi, 141. $1.25; 7s. 6d.) 

Report of the Director-General. Internat. Lab. Conference, Geneva 39th sess. Rept. no. I. 
(Washington: Internat. Lab. Off. 1956. Pp. 130. $1.) 

Report to the President by the Emergency Board (Albany Act District Railroad, 1955). 
(Washington: Supt. Docs. 1955. Pp. 50.) 

A study of industrial retirement plans including analyses of complete programs recently 
adopted or revised. (New York: Bankers Trust Co. 1956. Pp. 177.) 

Tenth report of the International Labour Organization to the United Nations. (Geneva: 
Internat. Labour Off. 1956. Pp. iv, 87. 75¢.) 

Twenty years under the Railway Labor Act, amended, and the National Mediation Board, 
1934-1954. (Washington: Supt. Docs. 1955. Pp. 109.) 

Welfare and pension plans investigation. Final report of the Senate Committee on Labor 
and Public Welfare and Pension Funds. (Washington: Supt. Docs. 1956, Pp. 365.) 


Population; Welfare Programs; Standards of Living 


Buouet, L. L’opiimum de population. (Paris: Presses Univ. de France for Inst. de Science 
Econ. Appl. 1956. Pp. 308. 1.000 fr.) 
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Burns, E. M. Social security and public policy. (New York: McGraw-Hill. 1956. Pp. xvi, 
291. $5.50.) 

HErTzier, J. O. The crisis in world population—a sociological examination with special 
reference to the underdeveloped areas. (Lincoln: Univ. of Nebraska Press. 1956. Pp. ix, 
279. $5.) 

Hocan, J. D. ann Iannt, F. A. J. American social legislation. (New York: Harper. 1956. 
Pp. xvi, 713. $6.50.) 

Charter for the aging. New York State Conference convened by Governor Averell Harri- 
man at the State Capitol, Albany, 1955. (Albany: Commissioner of Tax. and Fin., Off. 
Spec. Asst., Problems of the Aging, State Capitol. 1956. Pp. xiii, 659. $3.) 

Health imsurance—what are the issues? (Ottawa: Canadian Welfare Council. 1956. Pp. 
60. $1.) 

Public assistance titles of the Social Security Act. Hearings before the House Committee on 
Ways and Means, 84th Cong., 2nd sess., April 1956. (Washington: Supt. Docs. 1956. 
Pp. 358.) 

Railroad retirement legislation. Hearings before a subcommittee of the House Committee 
on Interstate and Foreign Commerce, 84th Cong., 2nd sess., Jan. and March 1956. 
(Washington: Supt. Docs. 1956. Pp. 278.) 

Selected public hospital and medical care plans in Canada. Soc. sec. ser., mem. no. 15. 
(Ottawa: Research Div., Dept. Nat. Health and Welfare. 1956. Pp. 112.) 

Social security amendments of 1955. Hearings before the Senate Committee on Finance, 
84th Cong., 2nd sess., Jan. 25-Feb. 23, 1956. (Washington: Supt. Docs. 1956. 2 pts.) 

Trends and differentials in mortality. Papers presented at the 1955 annual conference of 
the Milbank Memorial Fund. (New York: Milbank Memorial Fund. 1956. Pp. 165. $1.) 

Voluntary medical and hospital insurance in Canada. Gen. ser., mem. no. 9. (Ottaw’: 
Research Div., Dept. Nat. Health and Welfare. 1956. Pp. 64.) 


Related Disciplines 


Anperson, R. A. AND Kumpr, W. A. Business law. Sth ed. (Cincinnati: South-Western. 
1956. Pp. ix, 950. $6.25.) 

ANSHEN, R. N., ed. Mid-east: world-center—yesterday, today, and tomorrow. Sci. of 
cult. ser. 7. (New York: Harper. Pp. xiii, 386. $6.50.) 

Several chapters are concerned with economic aspects of the region. 

Eres, R. Corporation giving in a free society. (New York: Harper. 1956. Pp. xiv, 210. 
$3.50.) 

Manvel, F. E. The new world of Henri Saint-Simon. (Cambridge: Harvard Univ. Press. 
1956. Pp. xi, 431. $7.50.) 

Queen, S. A., CHAMBERS, W. N. ano Winston, C. M. The American social system— 
social control, personal choice, and public decision. (Boston: Houghton Mifflin. 1956. 
Pp. xii, 494. $5.75.) 

This is an outgrowth of a study of the problems of teaching social science and the 
planning of a general education program at Washington University, St. Louis. Three 
chapters are devoted exclusively to economics: “The Price System: The Invisible Hand”; 
“National Income, its Level and its Significance”; “Economy and the Government: the 
Visible Hand.” 

Votaw, D. Legal aspects of business administration. (Englewood Cliffs, N.J.: Prentice-Hall. 
1956. Pp. xviii, 808. $9.) 

Wuite, L. D., ed. The state of the social sciences. Papers presented at the 25th anniversary 
of the Soc. Sci. Research Building, Univ. of Chicago, Nov. 10-12, 1955. (Chicago: Univ. 
of Chicago Press. 1956. Pp. xiv, 504. $6.) 

Worcester, D. W. ano ScHAEFFER, W. G. The growth and culture of Latin America. 

(New York: Oxford Univ. Press. 1956. Pp. xvii, 963. $6.) 
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Economics in the press—a survey of magazines and newspapers for economic terms. (Wash- 
ington: Council for Advancement of Secondary Education. 1956. Pp. ix, 94. $1.) 

French Bibliographical Digest—economics. (New York: Cult. Div., French Embassy. March 
1956. Pp. 103.) 

This issue of the journal is devoted to economics and gives up-to-date information as 
to the present state of economic organization and research in France. 

Government sponsored and government supported research—social sciences and inter- 
disciplinary areas. 10th rept. no. NSF-56-13. (Washington: Nat. Sci. Foundation. 1956. 
Pp. viii, 88.) 

Key understandings in economics—derivation, validation, and evaluation of a composite 
list of basic economic topics. (Washington: Council for Advancement of Secondary Edu- 
cation. 1956. Pp. vi, 76. $1.) 
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PERIODICALS 


General Economics; Methodology 

Brems, H. Current economic thought and its application and methodology in Continentat 
Europe: the Scandinavian countries. Am, Econ. Rev., Proceedings, May 1956. Pp. 8. 

BRONFENBRENNER, M. The state of Japanese economics. Am. Econ. Rev., Proceedings, 
May 1956. Pp. 10. 

Mriurkan, M. Economic thought and its application and methodology in India. Am. Econ 
Rev., Proceedings, May 1956. Pp. 9. 

PaTINKIN, D. Economic thought and its application and methodology in the Middle East: 
Israel. Am. Econ. Rev., Proceedings, May 1956. Pp. S. ; 

ScHELLING, T. C. An essay on bargaining. Am. Econ. Rev., June 1956. Pp. 26. 

SpuLser, N. Economic thinking and its application and methodology in Eastern Europe 
outside of Soviet Russia. Am. Econ. Rev., Proceedings, May 1956. Pp. 13. 

Tuer, H. On the theory of economic policy. Am. Econ. Rev., Proceedings, May 1956. Pp. 7. 

VAN DER Kooy, T. P. Het niveau der methodologische bezinning. With Comment by 
J. G. van der Ploeg. De Economist, Feb. 1956. Pp. 12. 


Price and Allocation Theory; Income and Employment Theory; 
Related Empirical Studies; History of Economic Thought 


AperMan, I. ann Loso, O. Some observations on full employment vs. full capacity. Am. 
Econ. Rev., June 1956. Pp. 7. 

ar Hevuriin, L. O. Teknikka ja talous. (With English summary “Techrique and econ- 
omy.”) Kansantaloudellinen Aikakauskirja, 1956 (1). Pp. 8. 

ArrRaARTE, J. P. Algunos principios de la doctrina econémica examinados a la luz de los 
balances patrimoniales. Moneda y Crédito, Mar. 1956. Pp. 18. 

Barrey, M. J. The welfare cost of inflationary finance. Jour. Pol. Econ., Apr. 1956. Pp. 18. 

Baumot, W. J. Acceleration without magnification. Am. Econ. Rev., June 1956. Pp. 3. 

Beck, J. C. Labor’s share and the degree of utilization of capacity. So. Econ. Jour., Apr. 
1956. Pp. 11. 

Brems, H. A solution of the Keynes-Hicks-Hansen non-linear employment model. Quart. 
Jour. Econ., May 1956. Pp. 11. 

Brocuier, H. Note sur le coefficient de capital et la distribution des revenus. (With Eng- 
lish summary.) Rev. Econ., Mar. 1956. Pp. 15. 

Carin, E. A. Schumpeter’s constructed type—the entrepreneur. Kyklos, 1956, IX (1) 
Pp. 17. 

Curist, C. F. Aggregate econometric models. Am. Econ. Rev., June 1956. Pp. 24. 

Detra Porta, G. La teoria della struttura economica e le organizzazioni internazionali. 
Comunita’ Internaz., Jan. 1956. Pp. 13. 

Ecerton, R. A. D. The holding of assets: “gambler preference” or “safety first”? Oxford 
Econ. Papers, Feb. 1956. Pp. 9. 

FALEscHINI, L. Sulla forma delle distribuzioni dei prezzi relatwi. (With English summary.) 
L’industria, 1956 (1). Pp. 10. 

Fritscu, B. Die amerikanische Beschaftigungspolitik der dreissiger Jahre im Lichte der 
Beschaftigungstheorie von Keynes. Schweiz. Zeitschr. f. Volkswirtscliaft und Stat., Mar. 
1956. Pp. 26. 

Gancuul, B. N. Rethinking on Indian economics. Indian Econ. Jour., Jan. 1956. Pp. 21. 
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Gorpon, R. A. Population growth, housing, and the capital coefficient. Am. Econ. Rev., 
June 1956. Pp. 16. 


Greenuut, M. L. A general theory of plant location. Metroeconomica, Aug. 1955. Pp. 14. 

Harsanyl, J. C. Approaches to the bargaining problem before and after the theory of 
games: a critical discussion of Zeuthen’s, Hicks’, and Nash’s theories. Econometrica, 
Apr. 1956. Pp. 14. 

Horst, H. Die technischen und marktwirtschaftlichen Bedingungen der Vollbeschaftigung 
der wachsenden Wirtschaft. Zeitschr. f. die ges. Staatswiss., 1956, CXII (1). Pp. 36. 

IscuHBoLpin, B. Der gegenwartige Stand des hedonistischen Kalkiils ix der Wirtschafts- 
theorie. Zeitschr. f. die ges. Staatswiss., 1956, CXII (2). Pp. 12. 


. Die statischen und dynamischen Modelle in der modernen Wirtschaftstheorie. 
Schmollers Jahrb., LXXVI (1). Pp. 22. 


Jour, W. A. Die Ursachenforschung als Aufgabe der Konjunkturtheorie. Zeitschr. f. die 
ges. Staatswiss., 1956, CXII (1). Pp. 23. 


Katpor, N. Alternative theories of distribution. Rev. Econ. Stud., 1955-56, XXIII (2). 
Pp. 18. 


Kemeny, J. G., Morcenstern, O., anp THompson, G. L. A generalization of the von 
Neumann-model of an expanding economy. Econometrica, Apr. 1956. Pp. 21. 

Krernin, M. E. Controlled inflation in Israel, 1949-54. Jour. Pol. Econ., Apr. 1956. Pp. 17. 

Lancaster, K. Pearce, monopoly and socialism. With A reply by I. F. Pearce. Rev. Econ. 
Stud., 1955-56, XXIII (2). Pp. 20. 

Lance, O. Per una applicazione conseguente dell’analisi marxista. Critica Econ., Feb. 1956. 
Pp. 14. 

Lipton, M. Productivity trends. Conf. Board Rec., Apr. 1956. Pp. 5. 

Maywatp, K. National savings and changing employment in Canada, 1926-54. Can. Jour. 
Econ. Pol. Sci., May 1956. Pp. 9. 

Menta, J. K. Income and employment in Crusoe economy. Econ. Internaz., Feb. 1956. 
Pp. 25. 

Mineo, M. L’imperialismo nel pensiero di J. A. Schumpeter. Annali Fac. di Econ. e Com. 
(Palermo), 1955, IX. Pp. 26. 

Monastra, F. II patrimonio in economia aziendale. Annali Fac. di Econ. e Com. (Palermo), 
1955, IX. Pp. 52. 

Morisumma, M. A note on definitions of related goods. Rev. Econ. Stud., 1955-56, XXIII 
(2). Pp. 3. 

Nourse, E. G. Defining our employment goal under the 1946 act. Rev. Econ. Stat., May 
1956. Pp. 12. 

Ozca, S. A. Pearce’s general equilibrium model. With A reply by I. F. Pearce. Rev. Econ. 
Stud., 1955-56, XXIII (2). Pp. 18. 

Pearce, I. F. A study in price policy. Economica, May 1956. Pp. 14. 

Peter, H. Entwicklungstendenzen der modernen Gkonomischen Theorie. Kyklos, 1956, IX 
(1). Pp. 21. 

. Uber gerechte Verteilung des Einkommens und Eigentums. Zeitschr. f. die ges. 

Staatswiss., 1956, CXII (2). Pp. 13. 

Prouts, R. W. Distribution theory in a certain case of oligopoly and oligopsony. Metro- 
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SHerter, A. Y. Union wage scales of local-transit operating employees, 1955. Mo. Lab. 
Rev., Apr. 1956. Pp. 3. 

Stewart, C. D. The shortening work week as a component of economic growth: the 
alternatives. Am. Econ. Rev., Proceedings, May 1956, Pp. 7. 

VeRNENGO, R. Freedom of association and industrial relations in Latin America: I. Internat. 
Lab. Rev., May 1956. Pp. 32. 

Wotrsetn, S. L. Changing patterns of industrial employment, 1919-55. Mo. Lab. Rev., 
Mar. 1956. Pp. 7. 

Woop, H. Manpower and expenditures in industrial research. Mo. Lab. Rev., Mar. 1956. 
Pp. 5. 
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YAMANAKA, T. On latent unemployment—an interpretation as an economic problem. 
Annals Hitotsubashi Acad., Apr. 1956. Pp. 11. 

The agricultural labour inquiry in India. Internat. Lab. Rev., Apr. 1956. Pp. 14. 

American trade union development. Mo. Lab. Rev., Feb. 1956. Pp. 5. 

Changing wage structures: an international review. Internat. Lab. Rev., Mar. 1956. Pp. 9. 

Collective agreements in the chemical industries. Internat. Lab. Rev., Apr. 1956. Pp. 26. 

Games bargaining: a proposed application of the theory of games to collective bargaining. 
Yale Law Jour., Apr. 1956. Pp. 34. 

The 1.L.0. and the protection of performers, record manufacturers and broadcasting agencies 
Internat. Lab. Rev., Mar. 1956. Pp. 23. 

Improving the farm labor program. Employment Sec. Rev., Mar. 1956. Pp. 32. 

Labor-management problems of the American Merchant Marine. Mo. Lab. Rev., Apr. 
1956. Pp. 29. 

The labor market in early 1956. Fed. Res. Bull., Apr. 1956. Pp. 8. 

Management views on labor relations. (Excerpts from four addresses delivered at the 
Midwinter Personnel Conference of the American Management Association held in Chi- 
cago Feb. 15-17, 1956.) Mo. Lab. Rev., Apr. 1956. Pp. 15. 

The organisation of employment services in economically underdeveloped countries. Internat. 
Lab. Rev., Apr. 1956. Pp. 19. 

Preliminary estimates of work injuries in 1955. Mo. Lab. Rev., Apr. 1956. Pp. 2. 

Union wage scales in the building trades, 1955. Mo, Lab. Rev., Mar. 1956. Pp. 4. 

Wage chronology no. 3: United States Steel Corp—supplement no. 6—1954-55. Mo. Lab. 
Rev., Mar. 1956. Pp. 3. 

Wage chronology no. 18: Bethlehem Atlantic Shipyards—supplement no. 2—1954-55. Mo. 
Lab. Rev., Apr. 1956. Pp. 3. 

Women’s employment in Latin America. Internat. Lab. Rev., Feb. 1956. Pp. 17. 

The world’s working population: its industrial distribution. Internat. Lab. Rev., May 1956. 
Pp. 21. 

The world’s working population: some demographic aspects. Internat. Lab. Rev., Feb. 
1956. Pp. 25. 


Population; Welfare Programs; Standards of Living 


Arn, S. N. OASI—impact on private pension plans. Harvard Bus. Rev., May-June 1956. 
Pp. 8. 

Daric, J. Evolution démographique en Espagne. Population, Jan.-Mar. 1956. Pp. 22. 

Davis, K. The amazing decline of mortality in underdeveloped areas. Am. Econ. Rev., 
Proceedings, May 1956. Pp. 14. 

Haser, W. Present status of unemployment insurance. Mo. Lab. Rev., Mar. 1956. Pp. 6. 

Hawkins, C. E. Recipients of old-age assistance: income and resources, Soc. Sec. Bull., 
Apr. 1956. Pp. 5. 

KerscHpaum, P. R. Income reverses and family expenditures. Mo. Lab. Rev., Mar. 1956. 
Pp. 2. 

Mack, R. P. Trends in American consumption and the aspiration to consume. Am. Econ. 
Rev., Proceedings, May 1956. Pp. 14. 

MacxenrotH, G. Weltbevélkerung und Weltwirtschaft. Zeitschr. f. die ges. Staatswiss., 
1956, CXII (1). Pp. 16. 

Manopexer, D. R. Family responsibility under the American poor laws. Mich. Law Rev., 
Feb. 1956. Pp. 36. 

SaLvEsEN, K. Co-operation in social affairs between the Northern countries of Europe. 
Internat. Lab. Rev., Apr. 1956. Pp. 24. 
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SAMUEL, E. The immigration cycle in Palestine and Israel, 1919-1954. So. Afr. Jour. Econ., 
Mar. 1956. Pp. 8. 


Scnutz, T. A “human needs” diet: Autumn 1955. Bull. Oxford Univ. Inst. Stat., Feb. 
1956. Pp. 7. 


SHRIKANT, L. M. The integration of the aboriginal population of India. Internat. Lab. 
Rev., Mar. 1956. Pp. 11. 


SPENGLER, J. J. The population problem: dimensions, potentialities, limitations. Am. Econ. 
Rev., Proceedings, May 1956. Pp. 15. 


Visine, F. Les conditions de Véquilibre financier de al sécurité sociale. Rev. d’Econ. Pol., 
Mar.-Apr. 1956, Pp. 20. 


Los factores demogrdficos y su incidencia en la planeacién econémica. Jorn. Indus., Mar.- 
Apr. 1956. Pp. 24. 


Preliminary findings of 1956 survey of consumer finances. Fed. Res. Bull., Mar. 1956. Pp. 3. 
A program for raising substandard levels of living. Mo. Lab. Rev., Mar. 1956. Pp. 4. 


Related Disciplines 
Guicx, P. C. anp Miter, H. P. Educational level and potential income. Am. Soc. Rev., 
June 1956. Pp. 5. 
Hartmann, H. Der zahlenmassige Beitrag der deutschen Hochschulen zur Gruppe der 
industriellen Fiihrungskrafte. Zeitschr. f. die ges. Staatswiss., CXII (1). Pp. 20. 
Horn, A. Beruf und Beschaftigung. Zeitschr. f. die ges. Staatswiss., 1956, CXII (2). Pp. 36. 


Jacosy, N. H. Economics in the curricula of schools of business: over-all statement of the 
problem and situation. Am. Econ. Rev., Proceedings, May 1956. Pp. 12. 


Neumark, F. Les problémes économiques vus @ travers le Roman moderne. Rev. Sci. 
Fin., Apr.-June 1956. Pp. 17. 

Nicosia, F. M. L’insegnamento delle tecniche amministrative nelle business schools degli 
Stati Uniti. Riv. Internaz. di Sci. Econ. e Com., Feb. 1956. Pp. 13. 

ZayoLic, W. The limitations of social sciences. Kyklos, 1956, XI (1). Pp. 12. 


NOTES 


ForeIcn Book REvIEws 


An effort is being made to include in the Review a broader selection of reviews of foreign 
contributions to economics. The managing editor would therefore appreciate hearing from 
members of the profession who have not been invited to review foreign books in recent 
years with the necessary competence in one or more of the following languages: French, 
German, Italian, Spanish, Swedish, Danish, Norwegian, Dutch. 


REvIsep SuByECT-MATTER CLASSIFICATION 


Beginning with the present issue, a revised subject-matter classification is used for the 
listing of new books, periodical articles, and the titles of doctoral dissertations. The revision 
follows in general the revised classification of fields of specialization adopted by the 
executive committee for use in the forthcoming Who’s Who Directory of members of the 
Association. 

One of the difficulties with a classification scheme is that different classifiers will find 
entirely convincing grounds for placing the same item under different headings. This diffi- 
culty can be minimized, although by no means eliminated, by the use of a few simple 
working rules; and a set of these has accordingly been prepared for staff use in working 
with this revised classification of materials. Readers making use of the bibliographical 
sections of the Review who are interested in having a copy of these working rules should 
write to the AmerIcAN Economic Review, Room 220, Stanford University, Stanford, 
California, enclosing a self-addressed stamped envelope. 


SIXTY-NINTH ANNUAL MEETING OF THE 
AMERICAN ECONOMIC ASSOCIATION 


Hotel Cleveland, Cleveland, Ohio, December 27-29, 1956 


Preliminary Announcement of the Program, July 1, 1956 


The central theme of the Cleveland meetings is that of recent institutional and idealogical 
changes in their bearing upon economic theory and policy. This represents, in some degree, 
a return to the central theme of the 1953 meeting (Dr. Calvin B. Hoover, president), 
but with a somewhat different development. A conscious effort has been made to distribute 
participation widely as between regions, universities, and age groups, with preference to 
members who have not appeared on prior programs. 


Thursday, December 27, 1956 


10:00 A.M. Executive Committee Meeting 
12:30 P.M. Executive Committee Luncheon 
2:30 P.M. A Ten YEAR View OF THE Futt EmpLoyMEentT Act 
Session being organized by Epwin G. Nourse, First Chairman, Council of 
Economic Advisers 
Tue Monoroty ProsieM AS SEEN BY A SOCIAL SCIENTIST 
Chairman: Grorce W. Stockr1nc, Vanderbilt University 
Papers: The Monopoly Problem as Viewed by a Lawyer 
Epwarp Levi, University of Chicago Law School 
The Monopoly Problem as Viewed by a Political Scientist 
Eart Latuam, Amherst College 
Other paper and discussants to be announced. 
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Income DIsTRIBUTION 
Chairman: To be announced 
Papers: The Shares of Economic Groups in the National Income 
Serma F. Gotpsmitn, U. S. Department of Commerce 
Effectiveness of Some Institutions in the Redistribution of Income 
Rosert J. LampMAN, University of Washington 
Discussants: To be announced 


KEYNESIAN ECONOMICS AFTER TWENTY YEARS 
Chairman: A. B. Wore, Ohio State University 
Papers: What is Surviving? An Appraisal of Keynesian Economics After 
Twenty Years 
Yale University 
What Remains of Keynesian Economics 
H. Gorvon Hayes, Tulane University 
Discussants: Davin McCorp Wricut, McGill University 
A. SaLant, Brandeis University 


GOVERNMENT TAXING AND SPENDING: DEVELOPMENTS OF THE Last DEcaApES 
AND CURRENT PROBLEMS 
Chairman: C. Warp Macy, University of Oregon 
Papers: Comparative Public Finance: France, Great Britain, and the United 
States 
Cart S. SHoup, Columbia University 
Financing Education 
Jesse V. BuRKHEAD, Syracuse University 
Discussants: Joun F. Due, University of Illinois 
Lowe. Assy, University of North Carolina 


Friday, December 28, 1956 


INSTITUTIONAL EcoNoMICcS 

Chairman: CLaRENCE E, Ayers, University of Texas 

Paper: Another Look at Institutional Economics 

KENNETH E. Boutpinc, University of Michigan 

Discussants: Atten G. Grucuy, University of Maryland 
Forest G. Hitt, University of California 
Frank H. Knicut, University of Chicago 
KENNETH H. Parsons, University of Wisconsin 


TRANSPORTATION PROBLEMS 
Chairman: James C. Netson, Brookings Institution and State College of 
Washington 
Papers: Investment in the Railroad and Other Transportation Industries 
Under Regulation 
Duprey F. Pecrum, University of California at Los Angeles 
Costs Versus Discriminating Pricing in Railroad Transportation 
Kent T. Heary, Yale University 
Toll Road and Highway Pricing 
Crarces L. Dearne, Illinois State Toll Highway Commission, on 
leave from Brookings Institution 
Discussants: Joun W. Barricer, Chicago, Rock Island and Pacific Railroad 
Company 
Merrity J. Roserts, University of Florida 
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BusINEss FLUCTUATIONS AND INFLATION 
Chairman: To be announced 
Papers: The Sub-Cycle in Theory and Practice , 
RutH P. Mack, National Bureau of Etonomic Research 
Additional paper to be announced 


Discussants: Eow1n B. Greorce, Dun & Bradstreet 
Others to be announced 


Joint Luncheon with the American Finance Association 
Economic GrowTH AND DEVELOPMENT 
Paper: Non-Economic Factors in Economic Development 
Bert F. Hosexitz, Jr., Center for Advanced Study in the Behavioral 
Sciences, and the University of Chicago 
Other paper and participants to be announced 


Price AND COMPETITIVE ASPECTS OF THE DiIsTRIBUTIVE TRADES 
Chairman: To be announced 
Papers: Theoretical Implications of Empirical Research on Retail Pricing 
StanLey C. HoLianper, University of Pennsylvania 
Mass Distribution: A Phase of Bilateral Oligopoly or of Competition 
Ricuarp B. Northwestern University 
The “Product” and “Price” in the Distributive Trades 
Morris A. ADELMAN, Massachusetts Institute of Technology 
Discussants: To be announced 


SoctaL SECURITY AND WELFARE 
Chairman: THomas L. Norton, School of Commerce, New York University 
Papers: The Development of Social Security and Its Implications 
J. Dovcias Brown, Princeton University 
Trends in Public Welfare and Their Implications 
Ipa C. MerriaM, Social Security Administration 
Discussants: Taviman A. Mirrer, Indiana University 
Henry W. Sternnaus, Equitable Life Assurance Society 
Francis D, Tyson, University of Pittsburgh 


PRESIDENTIAL ADDRESS 
Chairman: SuMNER H. Siicuter, Harvard University 
Presidential Address: The Individual, Particularly the Economist, in an Asso- 
ciational Economy 
Epwin E. Witte, University of Wisconsin 


Saturday, December 29, 1956 


Tue Impact or Some New DeveLopMENTs 1N Economic THeory: Expost- 
TION AND EVALUATION 
Chairman: G. Lee Bacu, Carnegie Institute of Technology 
Papers: The Significance of Activity Analysis and Programming for Economic 
Theory 
Tyatiinc C. Koopmans, Cowles Foundation, Yale University 
Economics, Organization Theory, and Decision Making 
Hersert A. Srmon, Carnegie Institute of Technology 
Discussants: SiDNEY WEINTRAUB, University of Pennsylvania 
James S. Earey, University of Wisconsin 
Other discussant to be announced 


PowEr AND Pusiic UTILity PROBLEMS 
Chairman: Martin G. Giaeser, University of Wisconsin 
Papers: Developments in Rate Making 

James C. Bonsricut, Columbia University 
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Other paper to be announced 


Discussants: Emery C. Troxer, Wayne University 
Freperic P. Morrissey, University of California 
James K. Hatt, University of Washington 
Epwarp W. Morenouse, General Public Utilities Corporation 


CoNSUMERS IN THE AMERICAN Economy 
Chairman: Marcaret G. Rep, University of Chicago 
Papers: Characteristics of Post-War Consumer Buying 

Irvinc Kravis, University of Pennsylvania 

The Role of the Government and Consumer Interest 

Warren J. Birxey, University of Connecticut 

Discussants: Persta CAMPBELL, Consumers’ Counsel of the State of New York 
Others to be announced 


INTERNATIONAL ECONOMICS 
Chairman: Wytze Gorter, University of California at Los Angeles 
Papers: International Competition 

W. A. Lewis, University of Manchester (England) and Center 

for Advanced Study in the Behavioral Sciences 
European Convertability 

Frank W. Fetter, Northwestern University 

Discussants: AsHER Isaacs, University of Pittsburgh 
Others to be announced 


EcoNoMICs AND TECHNOLOGY 
Chairman: Bertranp Fox, Harvard University Graduate School of Business 
Administration 
Papers: Economics of Automation 
Brozen, Northwestern University 
The Economies of Nuclear Power 
Ricuarp A. Tysout, Ohio State University 
Distribution of Gains from Rising Technical Efficiency 
Morvecat Ezekiel, Food and Agriculture Organization, Rome, Italy 
Discussants: To be announced 


Soviet Economic DrveLoPMENTS 
Chairman: AsraM Bexrcson, Harvard University 
Papers: Soviet Economic Growth 
WarrEN Nutter, University of Virginia and National Bureau of 
Economic Research 
Economics of Soviety Technology 
Davin Granick, Russian Research Center, Harvard University, 
and Fisk University 
Discussants: Grecory GrossMAN, Russian Institute, Harvard University, and 
University of California 
Worrcanc F. University of Michigan and Center for 
International Studies, Massachusetts Institute of Technology 


Economics 1n EpUCATION 
Chairman: To be announced 
Papers: Ben W. Lewis, Oberlin College 
Crark C, Broom, State University of Iowa 
Discussants: To be announced 


Business Meeting 
Executive Committee Dinner Meeting 
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JOINT SESSIONS WITH RELATED ASSOCIATIONS 


The sessions listed below have been arranged with affiliated associations which will also 
meet in Cleveland, December 27-29, 1956. The exact time of these joint meetings cannot be 
announced until later. These sessions are additional to the Joint Luncheon Session with 
the American Finance Association announced above at 12:30 P.M. on Friday, December 
28th, 


With the Econometric Society: 
Tue Mapow Rerort ON THE MATHEMATICAL TRAINING OF SOCIAL SCIENTISTS 
Chairman: To be announced 
Papers: Wirt1AM G. Mapow, Center for Advanced Study in the Behavioral Sciences, 
and University of Illinois 
Tyatuinc C. Koopmans, Cowles Foundation, Yale University 
Other participants to be announced 
WELFARE EconoMIcs AND INCOME DISTRIBUTION 
Chairman: To be announced 
Address: Welfare Economics and Income Distribution 
Jan TINBERGEN, Netherlands School of Economics 


With the American Farm Economic Association: 
AGRICULTURAL PoLicy AND Future IMPLICATIONS 
Chairman: To be announced 
Papers: An Appraisal of Recent Changes in Agricultural Programs in the United States 
CocHrane, University of Minnesota 
Policy Implications of Vertical Integration in United States Agriculture 
Jorn Davis, Harvard University 
Discussants: To be announced 


With the American Finance Association: 

DEVELOPMENTS IN BANKING AND Monetary Po icy 
Chairman: E.mer Woop, University of Missouri 
Papers: Canadian Treasury and Monetary Policy 

Joun Deutscu, University of British Columbia, formerly of the Canadian 

Treasury Board 
Development and Implications of Federal Reserve Board Policy 

Wa ter A. Morton, University of Wisconsin 

Discussants: Rev. BERNARD W. Dempsey, s.j., Marquette University 
Others to be announced 


With the Industrial Relations Research Association: 
CHANGES WITHIN THE AMERICAN LaBoR MovEMENT 
Chairman: Daviv A. McCase, Princeton University 
Papers: Grorce Brooks, International Brotherhood of Pulp, Mill, and Sulphite Workers 
Joun T. Dun top, Harvard University 
Discussants: Wooprow L. Grnssurc, United Rubber, Cork, Linoleum, and Plastic 
Workers of America 
Others to be announced 


EcoNoMICS oF THE SHORTER WorRK WEEK 

= Chairman: Ewan Cracve, U. S. Commissioner of Labor Statistics 
nee Papers: Grecc Lewis, University of Chicago 
Me tvin Reper, Stanford University 


Discussants: VinceENT W. BiapveNn, University of Toronto 
ALLEN M., Cartter, Duke University 


* With the Association of University Teachers of Insurance: 
‘ INSURANCE AGAINST THE SICKNESS RISK 
Chairman: Cuartrs Center, University of Wisconsin 
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Papers: The Sickness Risk: Methods of Meeting the Costs 
HerBert E. Ktarman, Hospital Council of Greater New York 
Canadian Programs for Meeting the Sickness Risk 
Grorce F. Davivson, Deputy Minister of Welfare of Canada 
Meeting Health Care Costs Through Insurance 
E. J. FAuLKNER, Health Insurance Association of America 


With the Regional Science Association : 
LocaTIONAL PROBLEMS 
Transportation Problems in Metropolitan Areas 
J. Doucras Carrot, Director, Chicago Area Transportation Study 
Other participants to be announced 
ANNOUNCEMENTS 
The Brookings Institution announces that under a grant from The Ford Foundation it 
will award annually several research professorships for professors of economics in liberal 
arts colleges. These awards are for the purpose of encouraging and assisting research by 
faculty members of four-year accredited liberal arts colleges throughout the United States. 
They are for research to be carried on at any appropriate location within the United 
States on projects chosen by the applicants. Faculty members of universities and other 
institutions not classified as four-year liberal arts colleges are not eligible. Information 
regarding the program may be obtained from The Brookings Institution, 722 Jackson 
Place, Washington 6, D.C. Applications for awards for the year 1957-58 should be filed 
before January 1, 1957. 


Funds have been made available to facilitate the travel of American specialists in the 
Soviet and East Central European fields to the areas of their professional interest. Limited 
travel grants are being given to specialists now teaching in U.S. and Canadian universities 
and colleges. Information as to requirements to qualify for these awards may be procured 
from Professor William B. Edgerton, chairman of the Inter-University Committee on 
Travel Grants, 429 West 117th Street, New York 27, N.Y. 


A symposium on “The Challenge of Development” with the participation of distinguished 
scholars from abroad will be held in Jerusalem on December 19 and 20, 1956. The 
symposium marks the inauguration of the new building of the Eliezer Kaplan School of 
Economics and Social Sciences of the Hebrew University in Jerusalem. Social scientists 
are welcome to the symposium. Further details may be procured from the Secretary of 
the Eliezer Kaplan School of Economics and Social Sciences, The Hebrew University, 
Jerusalem, Israel. 


The Metropolitan Economic Association (New York City) has elected the following 
officers for 1956-57: C. Lowell Harriss, Columbia University, president; William Berridge, 
Metropolitan Life Insurance Co., vice president; Miriam Civic, National Industrial Con- 
ference Board, secretary; and Edward Marcus, Brooklyn College, treasurer. 

The Association has announced its sponsorship of a Committee on Problems of the New 
York Metropolitan Area. The Committee, composed of representatives from industry, trade 
and commerce, government agencies, and universities and research organizations, plans to 
facilitate means for the coordination and interchange of data on the city’s economy and to 
initiate original research in areas where needed. Martin W. Wilminton, economist of the 
Department of Commerce and Public Events, is chairman of the committee. 


Deaths 


Ira G. Adams, professor of economics at Texas A&M College, died April 30, 1956. 


Willis N. Baer, chairman of the department of economics and business administration at 
Moravian College, Bethlehem, Pa., died March 2, 1956. 
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W. Edwards Beach, of the U.S. Department of Agriculture, died May 12, 1956. 

Morgan B. Cushing, chairman of the economics department at Bowdoin College, died 
April 21, 1956. 

Edwin Frickey, of the department of economics, Harvard University, died January 29, 
1956. 

Glober D. Hancock, of Lexington, Va., died October 27, 1955. 

Palmer T. Hogenson, of Washington, D.C., died October 7, 1955 

George R. Larkin, of Gettysburg, Pa., died January 21, 1956. 

Howard B. Myers, research director of the Committee for Economic Development, died 
March 9, 1956. 

E. G. Rasmussen, associate professor of business administration at Vanderbilt University, 
died March 4, 1956. 

Aaron M. Sakolski, of Riegelsville, Pa., died December 29, 1956. 

Edward A. Viner, of Keyport, N. J., died January 4, 1956. 

Robert Wark, of Sheffield, England, died December 19, 1955. 

Edgar L. Warren, of the University of California, Los Angeles, died January 3, 1956. 

Clarence A. Wiley, professor of agricultural economics at the University of Texas, died 
April 27, 1956. 


Appointments and Resignations 


Albert Abrahamson has been named chairman of the economics department of Bowdoin 
College. 

Irma G. Adelman has been appointed instructor in economics at the University of Cali- 
fornia, Berkeley. 

Clark L. Allen has resigned from Texas A&M College to become head of the department 
of economics at North Carolina State College. 

Vance Q. Alvis, of Emory and Henry College, has accepted an appointment as associate 
professor in the College of Commerce, West Virginia University. 

Stephen H. Archer, formerly of the University of Minnesota, has joined the faculty at 
the University of Washington. 

Tom Asimakopulos has been appointed lecturer in economics at McGill University. 

John S. Atlee has been appointed assistant professor in the department of industry of the 
University of Pittsburgh. 

Henry G. Aubrey, of the Federal Reserve Bank of New York, has joined the staff of the 
National Planning Association to direct a research project on ‘““The Economics of Competi- 
tive Coexistence.” 

George H. Austin, formerly of the University of Wisconsin, has been appointed instructor 
in the School of Business Administration of the University of Minnesota. 

George Babilot, of the University of Oregon, has been appointed instructor in economics 
at San Diego State College. 

G. L. Bach, of Carnegie Institute of Technology, was awarded the honorary degree of 
Doctor of Laws by Grinnell College in June. 

Morton Backer has been appointed associate professor of accounting in the School of 
Commerce, New York University. 

Martin Bailey, of the University of Chicago, will be at the Economic Research Center, 
Catholic University of Chile, Santiago, Chile, until April 1957. 

William L. Baldwin, of Princeton University, has been appointed instructor in economics 
at Dartmouth College. 

W. Campbell Balfour, of the University College of South Wales and Monmouthshire, 
Wales, has been appointed visiting associate professor of economics at the University of 
Texas for the second semester 1956-57, 
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R. A. Bandeen has been appointed research statistician in the department of research and 
development of the Canadian National Railways, Montreal, Canada. 

Evelyn Baran has been appointed acting assistant professor in the department of eco- 
nomics of the University of California, Los Angeles. 

Paul A. Baran has returned to Stanford University after having served during his sab- 
batical leave as a visiting professor at the Indian Statistics Institute in Calcutta. 

Robert L. Basmann has been appointed assistant professor of economics at Northwestern 
University for the year 1956-57. 

J. Leslie Bayless has resigned his position as assistant professor of marketing at the Uni- 
versity of Missouri. 

Leland L. Beik, of the University of Arkansas, has accepted an appointment as assistant 
professor of marketing at Pennsylvania State University. 

Philip W. Bell has been promoted to associate professor cf economics at Haverford 
College. 

Lawrence J. Benninger has been appointed visiting professor of accounting at the Uni- 
versity of Florida. 

Emile Benoit-Smullyan has been appointed associate professor of international business 
in the Graduate School of Business of Columbia University. 

Stuart A. Bessler, formerly of the University of Minnesota, has been appointed to the 
staff of the Center for Advanced Study in the Behavioral Sciences, Stanford, California. 

Sterie T. Beza has been promoted from instructor to assistant professor of economics at 
Princeton University. 

Harold R. Bierman, Jr., of the School of Business, University of Chicago, has accepted 
an appointment as associate professor of accounting at Cornell University. 

Calvin P. Blair has been appointed assistant professor of international trade at the Uni- 
versity of Texas. 

Donald J. Blake has been appointed instructor in economics in the department of eco- 
nomics, University of California, Berkeley. 

Paul B. Blomgren has been promoted from assistant professor to associate professor of 
transportation in the School of Business of Indiana University. 

George F. Bloom has been promoted from assistant professor to associate professor of 
real estate in the School of Business of Indiana University. 

John A. Bottomley has been appointed instructor in economics in the European program 
of the University of Maryland. 

Alice Bourneuf has been promoted to associate professor of economics at Mount Holyoke 
College. 

Arnold T. Brekke has been appointed visiting associate professor of economics at the 
University of Maryland. 

Michael J. Brennan has been appointed instructor in economics at Brown University. 

Dwight S. Brothers, of Princeton University, has been appointed assistant professor of 
economics at Rice Institute. 

Henry W. Broude has been promoted to assistant professor of economics at Yale Uni- 
versity. 

Oswald H. Brownlee will be on leave from the University of Minnesota in 1956-57 to 
serve as a member of the U.S. Operations Mission to Chile. 

James M. Buchanan, of Florida State University, has been appointed professor of eco- 
nomics and chairman of the department of economics at the University of Virginia. 

Julian G. Buckley has been promoted to associate professor of finance in the School of 
Commerce, New York University. 

Henry Bund has been named vice president and member of the executive committee of 
the Research Institute of America. 
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Meyer L. Burstein has been appointed instructor in economics at Northwestern University. 

John A. Buttrick, of the University of Minnesota, has been appointed visiting professor 
of economics for the spring semester 1957 at the University of California, Berkeley. 

Grant Calder, of the University of Utah, is at the University of Rangoon, Burma, assisting 
in a management training program sponsored by the Ford Foundation. 

Rondo Cameron has been given leave from the University of Wisconsin for the year 
1956-57 to be visiting professor at the University of Chicago. 

William M. Capron has been appointed assistant professor of economics at Stanford 
University. 

Zdenek Cernohous has been promoted to instructor in economics at the University of 
Minnesota. 

Alfred F. Chalk has been named head of the department of economics at Texas A&M 
College. 

Frank J. Charvat has been appointed associate professor of marketing in the School of 
Business Administration of the University of South Carolina. 

A. M. Chung, of Drexel Institute of Technology, will be visiting assistant professor of 
economics at Carnegie Institute of Technology in 1956-57. 

J. M. Clark, of Columbia University, has received a special appointment to the research 
staff of the Brookings Institution. 

Arnold P. Collery has been promoted from instructor to assistant professor of economics 
at Amherst College. 

Joseph Conard has returned to Swarthmore College as associate professor of economics 
after a leave spent at the Federal Reserve Bank of New York and at the University of 
California, Berkeley. 

Alice H. Cook has been promoted to associate professor in the New York State School of 
Industrial and Labor Relations, Cornell University. 

Paul Darling has been named associate professor of economics at Bowdoin College. 

John A. Davis, of Memphis State College, has been appointed instructor in economics at 
the University of Alabama. 

Tom Davis, who has been appointed assistant professor of economics at the University 
of Chicago, will be engaged in research at the Economic Research Center at Catholic Uni- 
versity of Chile, Santiago, Chile. 

Myles S. Delano has been appointed lecturer in economics at Brown University. 

John J. Delehanty has been appointed instructor in economics at the University of 
Minnesota. 

William G. Dewald has been promoted to instructor in economics at the University of 
Minnesota. 

Felicia Deyrup has been promoted from assistant professor to associate professor of eco- 
nomics at the New School for Social Research. 

Norton T. Dodge, of Harvard University, has been appointed instructor in economics at 
the University of Maryland. 

Walter Dotterweich has resigned from Butler University to accept a research assignment 
in the home office of the Prudential Insurance Company. 

John R. Dunbar, of Claremont Men’s College, will lecture under a Fulbright award at 
the University of Turku and Abo Academy in Finland during 1956-57. 

LeRoy Dunn has been appointed instructor in economics at Brown University. 

Edgar O. Edwards has been promoted from assistant professor to associate professor of 
economics at Princeton University. 

Hellmut W. Eggers has been appointed instructor in economics at the University of 
Minnesota. 

Seneca Eldredge has resigned from the University of Nebraska to accept a position in 
the economics department of the U.S. Naval Academy. 
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John E. Elliott has been appointed instructor in economics at the University of Southern 
California. 

George England has been promoted to research associate in industrial relations at the 
University of Minnesota. 

Frank Farnsworth has been promoted to professor of economics at Colgate University. 

Rashi Fein has been appointed assistant professor of economics at the University of North 
Carolina. 

Rendigs Fels has been promoted from associate professor to professor of economics at 
Vanderbilt University. 

George Filipetti, professor of economics and business administration at the University of 
Minnesota, retired in June. 

Philip Fitzsimons has transferred to the central office of General Dynamics Corporation 
in the capacity of assistant to the senior vice president—development and operations. 


Michael T. Florinsky has been promoted from associate professor to professor of eco- 
nomics at Columbia University. 


Joe S. Floyd, of the University of Florida, has been appointed associate professor of 
finance at the University of North Carolina. 

Robert R. France has resigned from Princeton University to become associate professor 
of economics at the University of Rochester 

John N. Fry has been appointed assistant professor of economics at the University of 
Houston. 

Arthur S. Goldberger has been appointed acting assistant professor of economics at 
Stanford University. 

Donald F. Gordon, of the University of Washington, will be visiting associate professor 
of economics at the University of Pennsylvama in 1956-57, 

Kermit Gordon is on leave from Williams College to work for the Ford Foundation 
Program in Economic Developmént and Administration. 

Wytze Gorter has been appointed chairman of the department of economics, University 
of California, Los Angeles, succeeding Paul T. Homan. 

Amor Gosfield has been appointed assistant professor of economics in the School of 
Business Administration, University of Pittsburgh. 

Richard W. Graves, of Tulane University, has been appointed faculty lecturer in business 
administration in the School of Business, Indiana University. 

Zvi Griliches has been appointed assistant professor of economics at the University of 
Chicago. 

Demos Hadjiyanis has been appointed instructor in economics at the University of 
Minnesota. 

Thomas F. Hady has been appointed instructor in economics at the University of 
Minnesota. 

Orville J. Hall has been promoted to professor of economics at the University of Arkansas. 

Daniel Hamberg has been granted leave of absence from the University of Maryland to 
be Fulbright professor at the Rotterdam College of Economics in 1956-57. 

Edwin W. Hanczaryk has been promoted from assistant professor to associate professor 
of economics at West Virginia University. 

George D. Hanrahan has been appointed instructor in economics at the University of 
Minnesota. 

Arnold Harberger spent the summer at the Economic Research Center, Catholic Univer- 
sity of Chile, Santiago, Chile. 

J. O. Einar Hardin, of the University of Minnesota, is now on the faculty of Michigan 
State University. 

Donald V. Harper, formerly of the University of Illinois, will be lecturer in economics at 
the University of Minnesota this year. 

Ralph F. Harris has resigned as assistant professor of economics at Stanford University 
to accept a position as director of the School of Commerce, University of Manitoba. 
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Henry C. Hawley, of the University of Maine, will be lecturer in marketing and business 
policy at the University of Hawaii in 1956-57. 

Robert D. Hay has been promoted to associate professor of management at the University 
of Arkansas. 

Earl O. Heady was visiting professor of economics at Harvard University in the 1956 
spring semester. 

William Hellmuth has returned to Oberlin College after spending two years on the staff 
of the Federal Reserve Board in Washington, D.C. 

Bert G. Hickman has resigned from the Council of Economic Advisers and Northwestern 
University to accept an appointment as research associate at the Brookings Institution. 

Forrest Higgins has resigned from the University of Arkansas to become assistant con- 
troller at International Business Machines, Rochester, Minnesota. 

Howard H. Hines has been promoted from assistant professor to associate professor of 
economics at Iowa State College. 

Robert J. Holloway has returned to the University of Minnesota after a leave to serve on 
the faculty of the University of the Philippines. He has been appointed assistant dean of 
the School of Business Administration. 

Charles C. Holt has been promoted to associate professor of economics at Carnegie Insti- 
tute of Technology. 

Edgar M. Hoover has been appointed research consultant in economics to the Office of 
Population Research at Princeton University to work on a study of the relation of popu- 
lation change to economic development. 

Ernest W. Horn has been appointed assistant professor of economic education, School of 
Business, Indiana University. 

Bertrand N. Horwitz, formerly of Bradley University, has been appointed instructor at 
the University of Minnesota. 

Charles W. Howe has been appointed instructor in economics at Stanford University. 

Emily H. Huntington has been appointed vice-chairman of the department of economics 
at the University of California, Berkeley. 

James C. Ingram has been promoted to associate professor of economics at the University 
of North Carolina. 

Elmo L. Jackson has been promoted from associate professor to professor of economics 
at the University of Florida. 

Robert K. Jaedicke has been appointed lecturer at the University of Minnesota. 

William Jaffe has been promoted to professor of economics at Northwestern University. 
He is spending the current year at the Universities of Genoa and Venice as a Fulbright 
scholar. 

Hans E. Jensen has been appointed assistant professor of economics at the University of 
Alaska. 

E. A. J. Johnson, who has been visiting professor of economics at the University of 
Maryland, has accepted a professorship in the Johns Hopkins School of Advanced Inter- 
national Studies and will teach in the Johns Hopkins Center in Bologna, Italy, 1956-58. 

Leland L. Johnson has been appointed instructor in economics at Yale University. 

Robert H. Johnson has been promoted to professor of economics in the College of Com- 
merce, State University of Iowa. 

F. Thomas Juster has been promoted from instructor to assistant professor of economics 
at Amherst College. 

S. Sioma J. Kagan was visiting professor of economics at Washington University, St. 
Louis, in the spring term. 

Donald R. Kaldor has been promoted from associate professor to professor of economics 
at Iowa State College. 

Marshall Kaplan, of Williams College, is joining the staff of the Council of Economic 
Advisers. 
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John H. Kareken, of the Massachusetts Institute of Technology, has joined the faculty of 
the University of Minnesota as lecturer in economics. 

Jacob J. Kaufman is visiting lecturer in the New York State School of Industrial and 
Labor Relations, Cornell University. 

Malcolm Keir has retired from Dartmouth College where he had served as professor of 
economics since 1919. 

Murray C. Kemp has been promoted to associate professor of economics at McGill 
University. 

Joseph A. Kershaw is visiting professor of economics at Williams College in the current 
semester. 

William C. Kessler has been named chairman of the department of economics at Colgate 
University. 

Bob R. Kittleson has been appointed acting instructor in economics at State College of 
Washington. 

Marshall Kolin has been appointed instructor in economics at Columbia University. 

Robert E. Kuenne has resigned from the University of Virginia to become assistant pro- 
fessor of economics at Princeton University. 

Edward J. Kuntz has been promoted to assistant professor of business administration in 
the School of Business, Indiana University. 

Ely Kushel has been appointed assistant professor of accounting in the School of Com- 
merce, New York University. 

David S. Landes has been promoted to associate professor at Columbia University. 

Robert F. Lanzillotti has been granted a year’s leave of absence from the State College 
of Washington to work on a research project at the Brookings Institution. 

Richard Lashley has been promoted to assistant professor of accounting in the Schoo! of 
Business of the University of Texas. 

Robert O. Law has been appointed manager of the economics department of D-X Sunray 
Oil Co. 

Thomas J. Leary has been appointed instructor in economics in the European program of 
the University of Maryland. 

Abba P. Lerner will be visiting professor of economics at Columbia University in the 
spring semester 1957. 

Harvey J. Levin has been promoted from assistant professor to associate professor of 
economics at Hofstra College. 

Marshall Levinson, of Princeton University, has been appointed assistant professor of 
economics at the University of Massachusetts. 

Michael E. Levy has been appointed instructor in economics at Columbia University. 

John P. Lewis has been promoted from associate professor to professor of business 
administration in the School of Business, Indiana University. 

Erwin E. Liebhafsky, of Pennsylvania State University, has been appointed associate 
professor of economics at Texas A&M College. 

Herbert H. Liebhafsky, formerly of the University of Michigan, has been appointed 
assistant professor of economics at the University of Texas. 

Isaac Lippincott, dean of the School of Business and Public Administration, Washington 
University, St. Louis, has retired. 

John A. Loftus has resigned from the Johns Hopkins University Bologna Center to 
become economic advisor to the Government of Thailand. 

John D. Long has been promoted from assistant professor to associate professor of 
insurance in the School of Business, Indiana University. 

Kullervo Louhi has been appointed acting associate dean of the School of Business, 
University of Chicago. 

Reuel I. Lund has been promoted to associate professor at the University of Minnesota. 
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John H. Macdonald has joined the faculty of the School of Business Administration, 
University of South Carolina, as professor of management. 

Robert M. Macdonald has been appointed assistant professor of economics at Yale 
University. 

John Maher has been promoted from instructor to assistant professor of economics at 
DePauw University. 

Thomas A. Mahoney has been promoted to assistant professor and research associate in 
economics and industrial relations at the University of Minnesota. 

Wilbur R. Maki has been appointed assistant professor of economics at Iowa State 
College. 

Fritz K. Mann, professor of economics at the American University, has retired 

E. W. Martin, Jr., of International Business Machines, has been appointed associate pro- 
fessor of business administration and research consultant, School of Business, Indiana 
University. 

William A. Mauer has been appointed instructor in economics at Texas A&M College. 

W. D. Maxwell, of the Johns Hopkins University, has been appointed assistant professor 
of economics in the School of Business Administration, University of South Carolina. 

Donald J. May has resigned from the Bureau of Labor Statistics to become assistant 
economist for the American Cotton Mfg’s Institute, Inc. 

Bert C. McCammon, Jr., has been appointed faculty lecturer in marketing in the School 
of Business, Indiana University. 

Edmund J. McCarthy, formerly of the University of Minnesota, has accepted an assist- 
ant professorship at Notre Dame University. 

Stephen L. McDonald, formerly of the University of Texas, is now economist with the 
Humble Oil and Refining Co., Houston, Texas. 

Vincent T. McKenna, of the University of Texas, has been appointed assistant professor 
of economics at Texas A&M College. 

John P. Meek, of the University of Virginia, has been appointed economist in the For 
eign Research Division of the Federal Reserve Bank of New York. 

Lee J. Melton, Jr., has resigned from the University of Florida to accept an appointment 
at Louisiana State University. 

Norman A. Mercer has been promoted from instructor to assistant professor at the 
University of Florida. 

Frederic Meyers, of the University of Texas, has been appointed visiting professor of 
industrial relations at the University College of South Wales and Monmouthshire, Wales. 

J. Gormly Miller has been promoted to a professorship at the New York State School of 
Industrial and Labor Relations, Cornell University. 

Hyman P. Minsky has been granted a year’s leave of absence from Brown University to 
serve as visiting professor of economics at the University of California, Berkeley. 

C. N. Moore has been appointed assistant professor of statistics at the University of 
Florida. 

Aurelius Morgner is on leave from Texas A&M College to teach in U.S. Air Force bases 
in Europe. 

James A. Morris has been promoted from associate professor to professor in the School 
of Business Administration, University of South Carolina. 

Herbert C. Morton has resigned from Dartmouth College to join the staff of the Brook- 
ings Institution. 

John C. Murdock has been promoted to associate professor of economics in the Univer- 
sity of Missouri. 

George G. S. Murphy has been appointed acting assistant professor of economics at the 
University of Washington. 

John Muth has been appointed assistant professor of economics at the University of 
Chicago. 
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Edward A. Nelson, formerly of the University of Missouri, is now assistant professor of 
economics at Baylor University. 

Richard Nelson is acting assistant professor of economics at Oberlin College in the 
current academic year. 

Marc Nerlove has been appointed assistant professor in the department of economics, 
University of Chicago. 

Maurice F. Neufeld, of the New York State School of Industrial and Labor Relations, 
Cornell University, is teaching at the International University of Social Studies, Rome, 
where he is also assisting in the development of a labor-management relations program. 

Fritz Neumark will be visiting professor of economics at Columbia University in the 
1957 spring semester. 

Joseph Newhouse has been promoted from instructor to assistant professor of economics 
at West Virginia University. 

L. G. Nicolopoulos has been appointed sessional lecturer in economics at McGill Univer- 
sity. 

Douglass C. North is on leave from the University of Washington this year to be a 
research associate at the National Bureau of Economic Research. 

Per Gorin Ohlin has been appointed assistant professor of economics at Stanford Univer- 
sity. 

Pius Okibo has been appointed instructor in economics at Northwestern University. 

Arthur M. Okun has been promoted to assistant professor of economics at Yale University. 

John T. O'Neil has resigned from the University of North Carolina and joined the 
faculty of Northwestern University. 

John O'Sullivan has been promoted from instructor to assistant professor of accounting 
at West Virginia University. 

Wilfred Owen is on leave of absence from the Brookings Institution to participate in an 
economic development survey sponsored by the Japanese government. 

Garland C. Owens has been appointed assistant professor of economics in the Graduate 
School of Business of Columbia University. 

Alfred R. Oxenfeldt has been appointed professor of marketing in the Graduate School of 
Business of Columbia University. 

Andreas G. Papandreou has been appointed chairman of the department of economics, 
University of California, Berkeley. 

Gardner Patterson, who served as a member of an economic mission to Turkey in 1955- 
56, has returned to Princeton University where he is director of the International Finance 
Section. 

Earl S. Paul, Jr., has been appointed instructor in economics at Brown University. 

W. N. Peach, of the University of Oklahoma, is serving on a University of Pennsylvania 
project in Karachi, Pakistan. 

Melvin Peterson has been appointed assistant professor of business finance at the Uni- 
versity of Missouri. 

Robert B. Pettengill has accepted an appointment as professor of economics at the Univer- 
sity of Puerto Rico. 

Frank C. Pierson, of Swarthmore College, is conducting a three-year study of business 
education in the United States for the Carnegie Corporation of New York. 

William G. Pinnell has been promoted to associate professor of real estate and associate 
dean of the School of Business at Indiana University. 

Robert S. Polkinghorn has resigned from the University of Nebraska to accept a position 
at Sacramento State College. 

Giulio Pontecorvo has been appointed assistant professor of economics at Bowdoin 
College. 

John H. Porter has been promoted to assistant professor of business administration in 
the School of Business, Indiana University. 
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Richard L. Porter, formerly of St. Louis University and of Rockhurst College, has been 
appointed associate professor of economics and director of the department of economics at 
Creighton University. 

Richard Quandt has been appointed lecturer in economics at Princeton University. 
James P. Quirk has been appointed instructor in economics at the University of Minne- 
sota. 

M. Madhusudana Rao has been appointed instructor in economics and statistics at the 
University of Minnesota. 

Delmas D. Rayhas has been promoted from assistant professor to associate professor of 
accounting at the University of Florida. 

Lloyd P. Rice, who has taught at Dartmouth College since 1920, has retired. 

Jelle C. Riemersma has resigned from the faculty of economics at the University of Cali- 
fornia, Berkeley. 

Robert F. Risley has been promoted to associate professor in the New York State School 
of Industrial and Labor Relations, Cornell University. 

W. C. Robb, of the department of economics of the University of Illinois, has retired. 


Sidney M. Robbins, of the University of Toledo, has been appointed visiting professor 
of finance in the Graduate School of Business of Columbia University. 


Marshall A. Robinson has resigned from Dartmouth College to accept an appointment 
as research associate at the Brookings Institution. 

Kenneth Roose is on leave from Oberlin College to serve on the staff of the Council of 
Economic Advisers. 

Samuel M. Rosenblatt, of Rutgers University, is teaching at Denison University in the 
first semester of the current academic year. 

William D. Ross, professor of economics and director of the Louisiana Highway Finance 
Study, has been appointed dean of the College of Commerce at Louisiana State University. 
Simon Rottenberg, associate professor of economics at the University of Chicago, has 
been appointed senior economist, representative of the University of Chicago, in the Eco- 
nomic Research Center, Catholic University of Chile, Santiago, Chile. 

Stephen W. Rousseas has resigned from Columbia University to accept an appointment 
as assistant professor at the University of Michigan. 

Theodore Ruprecht has joined the faculty of the department of economics at Occidental 
College. 

John M. Ryan has left the Comité para Estudios sobre la Industria Eléctrica Mexicana 
to join the staff of the Banco Nacional de México. 

Walter S. Salant has been appointed to the senior research staff of the Brookings Institu- 
tion. 

Louis R. Salkever has been promoted from associate professor to professor of economics 
at State University of New York, New Paltz. 

Rubin Saposnik, formerly of the University of Minnesota, has joined the faculty in 
economics at Case Institute of Technology. 


Leonard A. Sayles has been appointed associate professor of management in the Graduate 
School of Business of Columbia University. 


Frank W. Schiff has been promoted to chief of the Domestic Research Division of the 
Federal Reserve Bank of New York. He was on leave from the Bank in 1955 to serve as 
chief of the Finance Division of the U.S. Operations Mission (ICA) in Saigon, Vietnam, 
and as adviser to the National Bank of Vietnam. 


T. W. Schultz, of the University of Chicago, is spending the current academic year at 
the Center for Advanced Study in the Behavioral Sciences, Stanford, California. 


Ira O. Scott has been promoted to associate professor of economics at the University of 
Minnesota. 
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Lloyd Van Seawell has been appointed faculty lecturer in accounting in the School of 
Business of Indiana University. 

Robert Sedgwick has been promoted from assistant professor to associate professor of 
economics at Syracuse University. 

Martin Segal has been appointed assistant professor of economics at the University of 
Florida. 

Joel Segall has been promoted to assistant professor of finance in the School of Business 
of the University of Chicago. 

Richard T. Selden has been promoted from assistant professor to associate professor of 
economics at Vanderbilt University. 

Oscar N. Serbein, Jr., has been promoted to associate professor of statistics in the 
Graduate School of Business of Columbia University. 

Harry Shaffer has resigned from the University of Alabama to accept a post at the 
University of Kansas. 

G. Donald Shelby has been promoted from instructor to assistant professor of economics 
at the University of Maryland. 

Allen M. Sievers has been promoted from associate professor to professor of economics 
at the University of Florida. 

Donald F. Simons has been appointed instructor in business management in the Univer- 
sity of Missouri. 

Jerry Simpson has resigned as instructor in economics at the University of Kansas. 

Gerald Sirkin has been promoted to assistant professor of economics at Yale University. 

Seymour Smidt has accepted an appointment as assistant professor in the Graduate 
School of Business and Public Administration, Cornell University. 

Walter B. Smith, of Claremont Men’s College, has a Fulbright lectureship in American 
economic history at the University of Ceylon in the current academic year. 

Warren L. Smith has been promoted from assistant professor to associate professor of 
economics at the University of Virginia. 

Tipton R. Snavely, who has served as chairman of the department of economics at the 
University of Virginia for thirty-three years, retired from that position on September 1. 
He will continue as professor of economics. 

Robert Solo has resigned from McGill University to teach at the City College, New 
York City. 

George H. Sorter has been appointed instructor in accounting in the School of Business, 
University of Chicago. 

Walter E. Spahr, chairman of the department of economics and professor of economics 
in the School of Commerce, New York University, retired as professor emeritus August 31st. 

Charles H. Spencer has been promoted from assistant professor to associate professor of 
accounting in the School of Business, Indiana University. 

Thomas M. Stanback, Jr., has resigned from the University of North Carolina to become 
assistant professor of economics in the School of Commerce, New York University and to 
continue research work with the National Bureau of Economic Research. 

William Stanton has been appointed assistant professor of economics at the University of 
California, Los Angeles. 

Jack D. Steele has been appointed associate professor of business administrative practices 
and business policy in the School of Business, University of Kansas. 

J. Warren Stehman, professor of economics and finance, University of Minnesota, has 
retired from that position. He is a part-time teacher at Macalester College, St. Paul, this 
year. 

George A. Steiner has resigned from the University of Illinois to become director of 
research in the Graduate School of Business Administration of the University of California, 
Los Angeles. 
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Howard Stettler has been promoted to professor of accounting in the School of Business 
of the University of Kansas. 

William J. Stewart, of the University of Melbourne, is a research associate in accounting 
at Duke University in the current academic year. 

Jack Stieber, of the Harvard Business School, has been appointed associate professor of 
economics and associate director for research and planning of the Labor and Industrial 
Relations Center at Michigan State University. 

Archibald H. Stockder, of the department of finance of the Graduate School of Business, 
Columbia University, has retired. 

George J. Stolnitz has resigned from Princeton University to become associate professor 
of economics at the University of Indiana. 

Robert E. Stone, of the Harvard Business School, has been American co-director of the 
Institute of Business Administration, Istanbul University, Istanbul, Turkey, since September 
1955. 

James A. Storer has been promoted to associate professor of economics at Bowdoin 
College. 

Robert Summers has been promoted to assistant professor of economics at Yale 
University. 

Anthony M. Tang has been promoted from instructor to assistant professor of economics 
at Vanderbilt University. 

Henry Tenenbaum has been appointed deputy chief of the France division of the U.S. 
Operations Mission in Saigon, Vietnam 

Carey C. Thompson has been promoted from assistant to associate professor of economics 
at the University of Texas. 

James H. Thompson has been appointed director of the Bureau of Business Research at 
West Virginia University. 

Hans B. Thorelli has resigned from the Industrial Council for Social and Economic 
Studies in Stockholm to become an associate of the Marketing Services Research Service 
of the General Electric Company, New York City. 

William O. Thweatt, of the University of Montana, has been appointed visiting assistant 
professor of economics at Vanderbilt University. 

Gerhard Tintner, of Iowa State College, is visiting professor at the University of Vienna, 
Austria, in the current academic year. 

Peter R. Toscano, of Rockford College, has been appointed acting assistant professor of 
economics at the University of Washington. 

Lloyd Ulman has been promoted to professor of economics at the University of Minne- 
sota. 

Beatrice Vaccara has accepted an appointment as research associate at the Brookings 
Institution. 

Daniel C. Vandermeulen on return to Claremont Men’s College after a year’s leave, has 
a joint appointment by Claremont Men’s College and the Claremont Graduate School to 
offer courses in advanced economic theory. 

John V. Van Ingen has been appointed assistant professor of business and economics at 
Hope College, Holland, Michigan 

Franklin V. Walker has been appointed instructor in economics at the University of 
Southern California. 

W. Allen Wallis, of the University of Chicago, is at the Center for Advanced Study in 
the Behavioral Sciences, Stanford, California, in the current academic year. 

Vivian C. Walsh has been appointed instructor in economics at Columbia University. 

James E. Walter, of the University of California, is visiting assistant professor at 
Carnegie Institute of Technology in the current academic year. 
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Louie Walter has resigned from the University of Arkansas to enter the U.S. Army asa 
Protestant chaplain. 

Benjamin N. Ward has been appointed acting instructor in economics at the University 
of California, Berkeley. 

William J. Watkins has resigned as faculty lecturer in marketing in the School of Business, 
Indiana University. 

C. Edward Weber, of Princeton University, has accepted an appointment as assistant 
professor of economics at the University of Pittsburgh. 

Jacob Weissman has resigned from Columbia University to accept an appointment as 
research associate in the Law School of the University of Chicago. 

Robert L. West has been appointed instructor in economics at Yale University. 

Albert K. Wickesberg has been promoted to associate professor of economics and business 
administration at the University of Minnesota 

Clair Wilcox, of Swarthmore College, is serving as economic advisor to the Pakistan 
government as a member of the Ford-Harvard program. 

Gustavus G. Williamson, Jr., of Millsaps College, has been appointed assistant professor 
of economics in the School of Business Administration of the University of South Carolina. 

Dorsey E. Wiseman, of the University of Illinois, has been appointed assistant professor 
of business organization and management in the College of Business Administration of the 
University of Nebraska. 

Taro Yamane has been appointed assistant professor of economics at the University of 
Utan. 

F. John L. Young, of St. Andrews College, Aurora, Ontario, has been appointed lecturer 
in the department of industrial relations of Queen’s University, Kingston, Ontario. 

Edward Zabel, of Princeton University, has accepted a position with the RAND Corpora- 
tion. 


FIFTY-THIRD LIST OF DOCTORAL DISSERTATIONS IN 
POLITICAL ECONOMY IN PROGRESS IN AMERICAN 
UNIVERSITIES AND COLLEGES 


The present list specifies doctoral degrees conferred during the academic year terminating 
June 1956, and theses undertaken in the same period. In the latter category the year 
following the dissertation title is the probable date of completion. 


Price and Allocation Theory; Income and Employment Theory; 
Related Empirical Studies; History of Economic Thought 


Jegrees Conferred 

IrmMA G. AveLman, Ph.D. California 1955. The monetary theory of Leon Walras: a general 
equilbrium analysis of money. 

Martin J. Battey, Ph.D. Johns Hopkins 1956. The general equilibrium foundations of 
classical and Keynesian theory. 

Ropert L. BasMANN, Ph.D. Iowa (Ames) 1955. Application of several econometric tech- 
niques to a theory of demand in variable tastes. 

NorMAN ErecKNER, Ph.D. Chicago 1956. The impact of liquidity on investment. 

HERBERT R.. BrinBerc, Ph.D. New York 1955. The concept and measurement of saving. 

Murray Brown, Ph.D. New School for Social Research 1956. Studies in multisectoral 
dynamics 

JosepH R. Cammarosano, Ph.D. Fordham 1956, The contributions of John Maynard 
Keynes to foreign trade theory and policy. 

Paur Carrick, Ph.D. California 1956. The psychology of rationality. 

Tsun CuHen, Ph.D. Michigan 1956. Concepts and measurements of business income: eco- 
nomics and accounting. 

Grecory CHow, Ph.D. Chicago 1955. Demand for automobiles in the United States—a 
case study in consumer durables. 

Joun M. Cucsertson, Ph.D. Michigan 1956. A theory of term structure of interest rates. 

Peter E. pe Janost, Ph.D. Michigan 1956. Factors influencing the demand for new auto- 
mobiles: a cross-section analysis. 

Loretta M. Dunpuy, Ph.D. Catholic 1956. Simon Newcomb: his contribution to economic 
thought. 

Atatn C. Entuoven, Ph.D. 1956 Mass. Inst. of Technology 1956. Studies in the theory of 
inflation. 

Tuomas R. Gui1, Ph.D. Harvard 1956. Interindustry and cyclical characteristics of manu- 
facturing productivity in the United States. 

James B. Henpry, Ph.D. Columbia 1955. A critique of Federal Power Commission policy 
with respect to cost allocations for natural gas pipe lines. 

Svenp O. HerMANSEN, Ph.D. Northwestern 1955. The epistemological and methodological 
character of interpersonal utility comparisons. 

Buty J. Hinton, Ph.D. Louisiana State 1955. An economic analysis of selected factors in 
industrial pricing techniques. 

Ricnarp Howey, Ph.D. Chicago 1955, The rise of the marginal utility school, 1870-1889. 

Hunc-Yeu Kao, Ph.D. Colorado 1956. Employment and the aggregate consumption func- 
tion. 

RicHarp J. Kruizenca, Ph.D. Mass. Inst. of Technology 1956. Put and call options: a 
theoretical and market analysis. 
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Leon F. Ler, Ph.D. Louisiana State 1956. The place of Keynes in the history of economic 
theory. 

Vernon G. Lippitt, Ph.D. Harvard 1956. Determinants of consumer demand for house 
furnishings and equipment. 

Arvin L. Marty, Ph.D. California 1955. Statics and dynamics in Ricardo and Marshall. 

Lionet W. McKenzig, Jr., Ph.D. Princeton 1956. Application of activity analysis to the 
theory of general equilibrium. 

Henry L. Mirrer, Jr., Ph.D. Harvard 1956. The demand for refrigerators: a statistical 
investigation of the demand for a consumers’ durable good. 

Attan H. Murr, Ph.D. California 1956. Relative price flexibility, 1929-1931: a new multiple 
correlation analysis. 

Morton Pacrtx, Ph.D. California 1956. Malthus and Lauderdale: the anti-Ricardian 
tradition 

Norman C. Ricuarpson, Ph.D. Harvard 1956. Gains in profits from flexible as compared 
with inflexible use of resources with reference to the specialized small grain producing 
firm. 

James R. Scuiesincer, Ph.D. Harvard 1956. Wage-cost-price relationships and economic 
progress. 

Georce D. Suersy, Ph.D. California 1955. An analysis of Schumpeter’s business cycle 
theory. 

Water A. Spivey, Ph.D. North Carolina 1956. An analysis of per capita income in the 
states and regions of the United States, 1929-1953 with special reference to North 
Carolina 

Francis J. Uttricn, Ph.D. Fordham 1956. The significance of Johann Karl Rodbertus in 
19th century and contemporary economic thought. 

Jacos Weisman, Ph.D. California 1955. The law of oligopoly: a study in the relationship 
between legal and economic theory. 

Epwarp JosepH Zapet, Ph.D. Princeton 1956. Concepts and measurement of productive 
capacity. 


Theses in Preparation 


Purtie M. Banks, B.A. Cincinnati 1950; M.A. 1951. An evaluation of theories of exploita- 
tion. 1957. Pennsylvania. 

BarBparA M. Berman, B.A. Cornell 1948; M.A. Radcliffe 1955. Theory of wages. 1957. 
Harvard. 

Rozert E. Dickerson, B.S. Georgetown 1949; M.A. California (Los Angeles) 1952. Sir 
James Steuart’s theory of economic policy. 1957. California (Los Angeles). 

CHar.es E. Fercuson, M.A. North Carolina 1951. Dynamic models of production. 1957. 
North Carolina. 

June Fianvers, M.A. Chicago 1952. Possibility of equilibrium in international trade be- 
tween countries pursuing full employment policies. 1958. California 

InENE HaseNBERG, B.A. Queens 1953; M.A. Duke 1955. The origin of the Austrian school 
of economists. 1957. Duke. 

Date Hexuuts, B.S. Michigan State; M.S. Wisconsin. A model for fuel cost minimization. 
1957. Carnegie Inst. of Technology. 

Ropert L. Hit, B.A. Kansas 1949; M.A. 1951. The micro- and macro-economic significance 
of overhead costs in an advanced economy. 1957. Georgetown. 

Louis Lereser. Technica! 1944, External economies and transportation. 1956. Mass. Inst. 
of Technology. 

Donatp Letonc. Supply, demand and price relationships in the New York milkshed. 1957. 
Syracuse. 

Ian McDonatp, B.A. Western Ontario 1953; M.A. 1954. A theory of the modification 
of functional income allocation through corporate or collective action. 1957. Duke. 
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Patricia K. Normite, B.A. Rosary 1949; M.A. Catholic 1951, Frank William Taussig : his 
contributions to economics. 1957. Catholic. 


Hernc Kern On, BS. Abilene Christian 1952; M.S. Colorado A and M 1954. A study of 
the elasticity of demand for soft red winter wheat. 1957. Ohio State. 

Henry J. L. Paetaan, Diploma, Brussels 1952; M.S. Columbia 1955. A macroeconomic 
study of interest. 1958. Columbia. 

Cronc-Soon Park, B.A. St. Thomas 1953; M.A. Nebraska 1955. The price-output deter- 
mining behavior of oligopolistic manufacturing industries. 1957. Nebraska. 

Leon Smortnskt, B.A. Freiburg (Germany) 1947; M.A. Cincinnati 1953. The law of value 
in Soviet economic thought. 1957. Columbia. 

Cuaries Sutttvan, B.A. Boston College 1950; M.A. 1952. An evaluation of the work of 
John R. Commons. 1957. Boston College. 

Tapamr Tacuino, B.S. American 1952; M.A. 1954. A formulation of the geometrical theory 
of firm-industry relationships implied in the Japanese concepts of the theory of linear 
homogeneous production function. 1957. American. 

Nestor E, Terieckyy, B.S. Seton Hall 1953; M.A. Columbia 1955. Fu'l employment 
equilibrium and technological change. 1957. Columbia 


STEPHEN Wor AnD, B.A. Illinois 1947; M.A. 1949, A Thomistic critique of modern welfare 
economics. 1957. Illinois. 


Economic History; Economic Development; National Economies 


Degrees Conferred 

Doris G. Apams, Ph.D. California 1955, Population trends in relation to the economic 
development of Iraq. 

Water Apamson, Ph.D. Fletcher School Law and Diplomacy 1956. Ecuador in transition: 
an analysis of persistent problems and current progress. 

Asput R. At-Hasees, Ph.D. Harvard 1956. An inquiry into the economic development of 
Iraq 

AspuL Santis Arwan, Ph.D. Wisconsin 1956. The process of economic development in Iraq. 

Joe C. Asrpy, Ph.D. Texas 1956. The role of the Mexican labor movement in the national 
economic policy of the Cardenas administration. 

Nettie M. Barnes, Ph.D. Texas 1955. A statistical projection of the Texas economy to 
1975, 

Micnaet BersHaw, Ph.D. Columbia 1956, Capital allocation criteria in the economic 
development plans of underdeveloped countries. 

KennetH S. Cotman, Ph.D. American 1956. Effects of scientific research and development 
on American industry. 

Joun H. Darton, Jr., Ph.D. California 1955. Gold Coast economic development: problems 
and policies 

Tom E. Davis, Ph.D. Johns Hopkins 1956. Development programs and the wealth of poor 
nations. 

Ropert A. Decan, Ph.D. Wisconsin 1956. Some major factors in the development of the 
Canadian economy, 1900-1950. 

KHOopADAD FARMANFARMAIAN, Ph.D. Colorado 1956. An analysis of the role of the oil 
industry in the economy of Iran. 

WERNER F. Farxnett, Ph.D. New York 1956. A discussion on capital formation in Germany. 

James P. Gittincer, Ph.D. Iowa (Ames) 1955. Economic development through agrarian 
reform. 

Morris E, Hurtey, Ph.D. Syracuse 1956. Economic development and regionalism: a case 

study of Oswego County, N. Y. 
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Nurut Istam, Ph.D. Harvard 1956. Studies in foreign capital and economic development; 
some aspects of absorption of foreign capital in Canada, India and Japan. 

Georck W. James, Ph.D. Georgetown 1956. Stability of the wage share of aggregate and 
industry income with application of the nonparametric test for trend. 

Nancy KENNEY, Ph.D. Fletcher School Law and Diplomacy 1956. The Gandhian economy 
and Indian economic planning 

James A. Koxorts, Ph.D. Michigan 1956. The economic and financial development of 
Okayama Prefecture, Japan. 

Joun P. Merk, Ph.D. Virginia 1956. The government and economic development in 
Indonesia, 1950-1954. 

Ricnarp R. Netson, Ph.D. Yale 1956. A theory of the low level equilibrium trap in under- 
developed economies. 

P. Goran Oxitrn, Ph.D. Harvard 1950. The positive and the preventive check: a study of 
the rate of growth of pre-industrial populations. 

Joun H. Porter, D.B.A. Indiana 1956. Factors affecting land values in Central Indiana, 
1818, 

Gusiav Rants, Ph.D. Yale 1956. Japan: a case study in development 

Emmett J. Rice, Ph.D. Southern California 1955. Sources and uses of capital for economic 
development in the public sector of the Indian economy, 1947-1952. 

Davin F. Ross, Ph.D. Harvard 1956. The economic development of Honduras. 

Atek A. Rozentar, Ph.D. Minnesota 1955. Capital formation and the structure of capital 
markets in under-developed economies. 

Guntuer H. Rurr, Ph.D. Harvard 1956. The impact of the refugees on the West German 
economy 

Arpert E. Sarartan, Ph.D. California 1956. Canadian economy in the great depression. 

Sister Genevieve L. Surenan, Ph.D. Fordham 1956. A synopsis and evaluation of the 
theories dealing with the economic decline of the Roman Empire. 

Aniitony M. Tanc, Ph.D. Vanderbilt 1955. An analysis of Southern economic development 
with particular reference to agriculture: Southern Piedmont. 

Ben samMin T. Teeter, Ph.D. Georgetown 1952. The theoretical and international aspects in 
the stable wage share doctrine. 

A. VaipyanaTnan, Ph.D. Cornell 1956. Investment criteria in planning for economic growth 

Ernest H. Vaucnan, Jr., Ph.D. Texas 1955, A study of the development of national steel 
plants in selected Latin American countries. 

Rosert L. West, Ph.D. Yale 1956. Sources of aggregative fluctuations in an underdeveloped 
economy 


Exmus R. Wicker, Ph.D. Duke 1956. The Colonial Development Corporation (1948-1953). 


Theses in Preparation 

Apart N. Apart, B.A. Lincoln 1953; M.A. Wisconsin 1954. Sources for capital formation for 
economic development in Nigeria. 1957. Wisconsin. 

Fuap Asputtan. Determinants of economic growth in three countries in the Middle East 
(Egypt, Iraq, Turkey). 1957. Pennsylvania. 

Marto A. Batresteros, Licenciado, Madrid 1950; M.A. Chicago 1954. The economic 
development of agriculture in Argentina, 1908-1954. Chicago 

PauLinos Barresteros, B.S. California 1949; M.S. Chicago 1950. Fiscal policy and eco- 
nomic development with reference to the Philippines. 1957. Illinois. 

Rosert A. Pattis, B.S. Rutgers 1948; M.A. New York 1952. Entrepreneurship, technologi- 
cal innovation and economic change in the iron industry. A case study. New York. 

James J. Berna, S.J., B.A. La Salle 1941; Ph.L. St. Louis 1947. The impact of India’s 
development program on saving in the rural sector of the economy. 1957. Columbia. 
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Aucust C. Bo.ino, B.B.A. Michigan 1948; M.B.A. 1949. An economic history of Idaho 
Territory, 1863-1890. 1957. St. Louis. 

Rocer CHanrounier, Lic. es Lettres, Paris 1947; D.E.S. 1948. Income comparisons for 
underdeveloped countries. 1957. Illinois. 

Lamar C. Curry, B.A. Louisiana Poly. 1932; M.A. Louisiana State 1939. Economic devel 
opment of Northwest Louisiana. 1957, Louisiana State. 

Basuir, Daouk, B.A. Beirut 1952; M.S. Wisconsin 1953. The evolution of the rural econ- 
omy of Syria and Lebanon (1925-52). 1957. Wisconsin. 

Arrrep V. DeLeo, B.S. Maryland 1951; M.A. Virginia 1953. The process of capital forma- 
tion in Mexico. 1957. Virginia. 

Norton T. Dooce, B.A. Cornell 1948; M.A. Harvard 1951. The development of the Soviet 
tractor industry. 1956. Harvard. 

Epona Enrticn, B.A. Brooklyn 1943; M.A. Columbia 1944. Banking and economic develop- 
ment: a case study of the Japanese experience. New School for Social Research. 

KaAMEL A, Et Hatawnt, B.Com. Alexandria 1951; M.B.A. Pennsylvania 1954. The govern- 
ment’s role in the development of manufacturing industry in Egypt. 1957. Pennsylvania 

Georce R. Exziott, B.A. Saskatchewan 1929; M.A. Toronto 1947. Enterprise and empire 
in the North Pacific. 1957. Toronto. 

Anprew G. Frank, B.A. Swarthmore 1950; M.A. Chicago 1952. Structural change and 
productivity in the Ukrainian economy. Chicago. 

Vircinta S. Georce, B.A. Wellesley 1952; Texas 1954. National income in Mexico. 1957. 
Texas. 

James A. Guerity, Jr., B.A. Wayne 1951; M.A. Michigan 1952. The theory of economic 
development. 1957. Illinois. 

Cartes Hammonp, Jr., B.A. and M.A. Illinois. Factors influencing French economic 
growth. 1957. Illinois 

FRANKLIN P. Howarp, B.A. Connecticut 1953. Economic recovery in Austria. 1957. Virginia. 

EBENEZER O. Iwvuacwu, B.S. Long Island 1953; M.A. Wisconsin 1954. Financing economic 
development in Nigeria with foreign capital. 1957. Wisconsin. 

ArKADIUsS Kanan, M.A. Rutgers 1954. The collective farm economy in U.S.S.R. during 
1934-36. 1957. Rutgers. 

Mark Karp, B.A. Boston 1952; M.A. Fletcher School Law and Diplomacy 1953. The 
economic development of Somaliland under the trusteeship. 1957. Fletcher School Law 
and Diplomacy. 

Berpy Kenapyian, B.B.A. Michigan 1951; M.A. Harvard 1954. Disguised unemployment 
in underdeveloped countries. 1957. Harvard. 

TacH1 KerMant, Licentiate in Judiciate Course, Teheran 1949; M.A. Nebraska 1953. 
American participation in the economic development of the Middle East: 1954-1955. 
1957. Nebraska. 

Gopat P. Kware, B.A. Allahabad 1939; M.A. (Math.) 1941; LL.B. Darbar College 1949; 
M.A. (Econ.) P. U. Camp College 1954. An analysis of the first five year plan of India, 
with reference to maximization of national income and actual physical achievements. 1956. 
Kansas. 

Ricwarp A. LaBarce, B.A. Michigan 1954; M.A. Tulane 1955. The impact of the United 
Fruit Company on the economic development of Central America, 1946-1956: a case 
study of the postwar decade relating corporate enterprise to economic change. 1957. 
Duke. 


Georce K. Lewis, B.A. Wichita 1949. Fuel and power in the development of Mexican 
industrial technology. 1957. Texas. 


Epwarp S. Littre, B.A. Swarthmore 1939; M.A. Fletcher School Law and Diplomacy, 
1940. National resources of Spain as a basis for an industrial economy. 1957. American. 
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Duncan M. McDoveatt, B.A. Queens (Ontario) 1954. Comparison of certain quantitative 
aspects of economic growth in Canada and the United States. 1957. Johns Hopkins. 

Jonan Moses, Economic Doctorandus, Netherlands School of Economics 1953. Economic 
development of Indonesia. 1958. California. 

Orro Morcenstern, B.A. San Francisco State 1953. Problems of economic development 
in South Africa. 1957. California. 

Georcr G. S. Murpny, B.A. Bristol (England) 1950. The economic development of the 
Mongolian People’s Republic since 1921. 1956. Washington. 

HucH S. Norton. An economic survey of the Diesel locomotive in the railroad industry 
in the United States. 1956. George Washington. 

3EN U. NzertBe, B.A. Chico State 1954; M.A. Stanford 1955. The economic development 
of Eastern Nigeria. 1957. Cornell. 

WitirAm A. Osporne, B.S. Fisk 1952; M.A. 1953. Some problems of federation in the 
British Caribbean. 1956. Clark. 

James Partuemos, B.A. Erskine; M.A. South Carolina 1949. Some aspects of the relation 
ship between capital formation and financial institutions in developing economies. 1957. 
Duke. 

Geratp A. Pinsky, B.A. Columbia 1953; M.I.A. 1955. The application of investment 
criteria to the sequence of economic development in Iran: industrial priorities; direction 
of investment; expenditure allocation. 1957. Columbia. 

Josep J. Poposx1, M.S. Politechnical Institute (Poland) 1929. Economic factors con- 
tributing to the emancipation of Russian peasants in 1861. 1957. California (Los Angeles). 

Grorce Powrtr, B.A. Arkansas 1950; M.A. Minnesota 1951. Use of commercial policy for 
economic development in selected countries. 1957. Illinois. 

Som Prakasn, B.A. Delhi 1951; M.A. 1953. Capital formation and population growth in 
India. 1957. Virginia. 

Ernest Ranpa, B.A. Washington 1948. Aspects of economic history of Central Asia prior 
to the sixteenth century. 1957. California. 

Samuet M. Rosensratt, B.S. Syracuse 1951; M.A. Rutgers 1952. U.S.-Philippines eco- 
nomic relations, 1946-1955. 1958. Rutgers. 

Jutitus Rusty, B.A. Brooklyn 1949. Rivalry for the West: the role of the merchants in 
the internal improvement drives of the eastern cities before the Civil War. 1957. Columbia. 

Yustr Savicu, B.B.A. American (Beirut) 1938; M.A. 1952. Entrepreneurship in mixed 
enterprises in an underdeveloped country. 1957. Joins Hopkins. 

ArtHur O. SHarron, B.S. City (New York) 1939; M.A. American 1945. The postwar 
Japanese price structure (with particular reference to food) and its implication on the 
basic economic problems of Japan. 1957. American. 

H. F. Smirn, B.A. Wayne 1940; M.A. Harvard 1942. Economic history of Korea during 
period of Japanese control, 1910-1945. 1957. American. 

C. Meryt Sunrivan, B.A. Harvard 1934; M.A. Georgetown 1947. Some contributions of 
standardization to economic expansion. 1957. Georgetown 

James N. Tattersatt, B.A. Washington 1954. The economic development of the Pacific 
Northwest, 1920-1955. 1957. Washington. 

NorMan W. Taytor, B.S. London 1950; M.A. Yale 1954. Entrepreneurship in French 
Canada. 195:. Yale. 

MEENASKSHI Tyacarajan, B.A. Maharani’s College for Women (Bangalore, India) 1945; 
M.A. Presidency College (Madras) 1948; M. Litt., 1951. Entrepreneurship as a factor 
in economic growth and development: an historical and analytical approach. 1957. 
Kansas. 

FraNKLIN V. WaLKeER, B.A. California 1950; M.A. Harvard 1954. Growth of the Texas 
Louisiana Gulf Coast area. 1956. Harvard. 

Benjamin Warp, B.A. California 1953. Planning and industrial organization in Yugoslavia : 
1945-1955. 1956. California. 
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Ricnarp M. Westesse, B.S., F.S., Georgetown 1948, The financing of industry in the 
nineteenth century Netherlands: a study in capital flows and economic growth. 1956. 
Harvard. 


ImaNvEL Wex ter, B.A. Louisiana State 1953; M.A. Harvard 1955. Customs unions—a 
possible tool for economic development, 1957, Harvard. 


Harry WixiiaMs, Jr., B.A. Texas 1949: MA. 1950. Contribution of railroads to the 
economic development of Texas, 1836-1890, 1957. Texas. 


Statistical Methods; Econometrics; Social Accounting 


Degrees Conferred 


F. Gerarp Avams, Ph.D. Michigan 1956. Some aspects of the income size distribution 
Ex:tis T. Austin, Ph.D. Michigan State 1955. Consideration of the treatment of govern- 
ment in national income accounts. 


Hiram C. Barxspare, Ph.D. New York 1955. On the use of sample survey data as evidence 
in legal proceedings, 


Puitip J. Bourque, Ph.D. Pennsylvania 1956. The derivation of capital coefficients for 
input-output analysis: a study of the machine-tool accessories industry. 

Rapit B. Bristor, Ph.D. Yale 1956, Quality variation and consumer behavior. 

Bruce E. Epwarps, Ph.D. Michigan 1956. An empirical estimate of some regional and 
interregional input-output matrices. 

Ropert F. Emery, Ph.D. Michigan 1956. Government accounts for economic planning in 
Burma. 


Ropert E, Gatiman, Ph.D. Pennsylvania 1956. Value added by agriculture, mining and 
manufacturing in the United States, 1840-1880. 


Ricwarp B. Marret, Ph.D. Pennsylvania 1956, Income changes in the various states of the 
United States, 1919-1949: a secular and cyclical analysis. 

E. Scott Maynes, Ph.D. Michigan 1956. Alternative concepts of consumer saving: a sta- 

¥ tistical study 

Paut E. Netson, Ph.D. Oklahoma 1956. Methods of estimating transfer payments in the 
counties of Oklahoma 

Henry T. OsHima, Ph.D. Columbia 1955. A critique of the national income statistics of 
selected Asian countries. 

Paut H. Ranvotrn, Ph.D. Minnesota 1955, Multivariate acceptance sampling. 

Jonn E. Rocue, Ph.D. Texas 1956, The application of certain non-parametric tests to 
business problems. 

Tuomas Vietorisz, Ph.D. Mass. Inst. of Technology 1956. Regional programming models 
and the case study of a refinery-petrochemical synthetic fiber industrial complex for 
Puerto Rico. 


Theses in Preparation 


Rosert F. Bexner, B.S. Buffalo 1939; M.B.A. 1948. On the determination of short-run 
production costs with respect to changes in output. 1957. Chicago. 

Crartes Leven, B.S. Northwestern 1950. Theoretical and empirical aspects of social ac- 
counting for metropolitan areas, 1957. Northwestern. 

Joun G. Rantett, B.A. Sacramento State 1950; MS. Oregon 1952. Theory and statistical 
approximations of regional multipliers. 1957. Oregon. 

Z. Wirson, Jr., B.S. Illinois 1952. The significance of an aggregative productivity 
concept. 1957. Illinois. 

SiGMUND P. ZoseE1, B.S. Buffalo 1943; M.B.A. 1948. A contribution to trend analysis. 1956. 
Chicago. 
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Economic Systems; Planning and Reform; Cooperation 


Degrees Conferred 


Harotp B. Euriicn, Ph.D. Rutgers 1956. Planning under nationalization: British theory, 
plans, and practice. 


Theses in Preparation 

Cono Casetta, B.S. New York 1948; M.A. 1949. Experiment in mixed economy: industry 
and the Italian government, 1929-1934. New York. 

Joun FE, Exziott, B.A. Occidental 1952; M.A. Harvard 1956. A critique of current theories 
of economic planning. 1956. Harvard. 

Nino Maritano, B.A. Louvain 1950; M.A. 1952. A theory of the pluralistic order. 1957. 
Georgetown. 

Tuomas A. Marscmak, B.S. Chicago 1947; M.A. Stanford 1952. Criteria for centralization 
and decentralization. 1957. Stanford. 

Francis Murans, B.A. Latvia 1941; M.B.A. Detroit 1952. Economic analysis and appraisal 
of production and income distribution on Soviet collective farms. Michigan State. 


Business Fluctuations 


Degrees Conferred 

Atan D. Carry, Ph.D. Texas 1956. A statistical investigation into the extent of cyclical 
fluctuations in New Mexico business, 

Pao Lun Cuenc, Ph.D. Wisconsin 1956. Durability of consumer goods and business 
instability. 

Jorr E. Secatr, Ph.D. Chicago 1956. Differences in price fluctuations arising from dif- 
ferences in maturities of contracts with uncertain maturities. 

Jorn P. Suetpon, Ph.D. Harvard 1956. Cyclical implications of business inventory policies. 


Theses in Preparation 

Frank W. Gery, Jr., B.S. Temple 1950; M.B.A. Boston 1952. Business cycles in sixteen 
New England metropolitan areas, 1947-1954. 1957. Boston. 

Epcar J. Gorvon, B.A. New York 1951; M.A. Princeton 1953. Variability of real product 
and open inflation. Princeton. 

Rosert A. Levine, B.A. Harvard 1950; M.A. .1952. Investment intentions surveys and 
short-run forecasting. 1957. Yale. 

Eart S. Paut, Jr., B.S. Utah 1952. Economic dynamics and the cattle cycle. 1957, Mass. 
Inst. of Technology. 

Howarp W. Roper, B.A. Wisconsin 1925; M.B.A. Harvard 1927. Business forecasting, short- 
term and long-term. New School for Social Research. 

Ricwarp S. Torn, B.A. Columbia 1951; M.A. Maryland 1952, The interrelationship be- 
tween income and wealth in the United States, 1929-1949. 1958. Vale. 


Money, Credit and Banking; Monetary Policy; Consumer Finance; 
Mortgage Credit 


Degrees Conferred 


Natin I. Armavuta, Ph.D. Pennsylvania 1956, Operations of the Reserve Bank of India 
(1935-1954). 
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Letanp L, Berk, Ph.D. Columbia 1956. An appraisal of the Federal Deposit Insurance 
Corporation. 

Vircir M. Bett, Ph.D. Wisconsin 1956. The development of central banking and the 
financial crisis in Mexico. 

Davin M. Cote, Ph.D. Columbia 1956. The development of banking in the District of 
Columbia. 

Rospert G. Connors, Ph.D. St. Louis 1955. Lessons for American monetary policy from 
analogous English experience. 

Water L. Crarrorp, Ph.D. California 1955. Variations in the supply of retail automobile 
credit : a case study. 

Lortnc C. Farwe tt, Ph.D. Northwestern 1956. Cost and output relationships of consumer 
installment credit agencies: based on reports of Indiana licensees. 

MARIANNE Ferser, Ph.D. Chicago 1956. Czechoslovakia, 1919-23: a study in anti-inflation 
policy. 

Water Kecueysian, Ph.D. New York 1955. The role of gold. 

Josep A. Kenor, c.s.c., Ph.D. Catholic 1956. Some financial trends of national and state 
commercial banks in Indiana, 1915-1954. 

WicuiaM N. Kinnarp, Jr., Ph.D. Pennsylvania 1956. The mortgage market in Middletown, 
Connecticut. 

Joun Kern, Ph.D. Chicago 1955. German monetary development : 1932-1944. 

James R. Lonosrreet, Ph.D. Northwestern 1956. The capital structure of consumer finance 
companies based on the survey of Michigan licensees. 

Warren D. McCram, Ph.D. California 1955. Suppressed inflation in the United Kingdom, 
1945-53. 

JoserpH W. McGuire, Ph.D. Columbia 1956. The Federal Reserve Bank of San Francisco 
and the Twelfth Federal Reserve District, 1931-1952 

Artour M. Oxun, Ph.D. Columbia 1956. The effects of open inflation on aggregate con- 
sumer demand. 

Borts Pesex, Ph.D. Chicago 1956. Czechoslovak monetary policy: 1945-1953. 

Epwarp L. Rapa, Ph.D. Southern California 1956. Financing the flow of major home 
appliances. 

Jack E. Rosertson, Ph.D. Tulane. The effects of government guarantees of housing loans 
on economic stability. 

NaTHAN RoseNnBeRG, Ph.D. Wisconsin 1955. Control of investment in building in Great 
Britain, 1945-1949. 

Cuartes B, Saunvers, D.B.A. Indiana 1956. Some methods used by selected Indianapolis 
financial institutions to attract savings. 

Harry Scuwartz, Ph.D. California 1956. Reserve requirements and commercial bank cash 
coefficients in the postwar period. 

SrepHEN F. SHerwin, Ph.D. Wisconsin 1956. Monetary policy in Continental Western 
Europe, 1944-52. 

GeraLp Sirkin, Ph.D. Columbia 1956. The 1949 devaluation of the pound sterling. 
Donato E. Syvrup, Ph.D. Wisconsin 1956. Postwar Norwegian financial problems and 
policies: a study of the monetary banking and foreign exchange problems of Norway 
during the postwar years 1945-1949. 

Gamr AuMep Tewrtk, Ph.D. Minnesota 1955. A study of Minnesota credit unions with 
consideration of adaptability of such institutions to under-developed countries. 


Theses in Preparation 


RayMonp AHERNE, B.A. Boston 1932; M.A. 1933. Bank mergers and branch banking in 
the United States in the post war period (1945-1955). 1957. Boston College. 
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Wayne AnceLL, B.A. Ottawa 1952; M.A. Kansas 1953. A century of commercial banking 
in Kansas. 1956. Kansas. 

Fercus J. Coamsers, B.A. Western Ontario 1952; M.S. London 1954. Post-war Canadian 
commercial policy. 1957. Toronto. 

Daniet Cotpwetr, III, B.B.A. Tulane 1949; M.B.A. Indiana 1950. The effects of credit 
controls on urban residential construction activity. 1957. Virginia. 

Rosert C. Earnest, B.S. Denver 1948; M.B.A. 1949. The growth and development of the 
savings and loan business in Wisconsin. 1956. Ohio State. 

Geratp Gars, B.S. Pennsylvania 1948; M.A. California 1951. Postwar inflation in Sweden. 
1958. California. 

Bup R. Hutcurnson, A.B. Michigan State 1947. Consumer debt pooling in Michigan. 1957. 
Southern California. 

Ciement N. Isonc, B.A. Wesleyan 1954; M.A. Harvard 1955. Central banking and Nigerian 
economic development. 1957. Harvard. 

Joun H. Karexen, B.A. Buffalo 1951. Essays in the theory of credit control. 1956. Mass. 
Inst. of Technology. 

Anprzey Korsonsk1, B.S. London 1950. Stabilization versus devaluation (Polish monetary 
policy 1924-1936). 1957. Columbia. 

Irvinc O. Lincer, B.A. Ohio 1939; M.A. Ohio State 1942. Patterns of economic growth as 
indicated by clearings through interdistrict settlement fund. 1957. Texas. 

Duptey G. Lucxett, B.A. Missouri 1952; M.A. 1954. A theoretic and historical study of 
the term structure of interest rates. 1958. Texas. 


Ropert H. MarsuHatt, B.A. Franklin and Marshall 1951; M.A. Ohio State 1952. The current 
bank merger movement—an economic appraisal. 1956. Ohio State. 

Joun R. Matruews, BS. Virginia 1949; M.A. 1955. International transactions of the 
Fifth Federal Reserve District. 1957. Virginia. 

Davin I. MetseLMan, B.A. Boston 1947; M.A. Chicago 1951. The term structure of interest 


rates. Chicago. 

Econ Nevupercer, B.A. Cornell 1947; M.A. Harvard 1949. Yugoslav money policy. 1957. 
Harvard. 

Howarp R. Nevirze, BS. Illinois 1947; M.B.A. Louisiana State 1952. An historical study 
of the collapse of group banking, 1929-1933. 1956. Michigan State. 

Me .vitte Peterson, B.S. Washington (St. Louis) 1943; M.S. 1948. A comparative study 
in debenture and mortgage bond financing. 1957. Illinois. 

Witi1aM Picott, III, B.S.S. Seattle 1949; M.A. Washington 1955. Monetary policy and 
debt management during 1953-1955. 1957. Washington. 

Duvvurt V. Ramana, B.A. Maharajah’s College 1944; Andhra 1949; M.A. Andhra 1951. 
Money income and investment of India, 1914-1950. 1956. Chicago. 

Craus W. Ruser, B.A. Minnesota 1951; M.A. Indiana 1954. Monetary policy and the 
theory of asset preferences. 1957. Mass. Inst. of Technology. 

Roeert L. Stevens, B.A. Colby 1952, Consumer credit in the auto industry. 1956. Mass 
Inst. of Technology. 

ArtHour T. Tart, B.S.B.A. Denver 1948; M.B.A. 1949. History of indiana National Bank 
1957. Indiana. 

RicuarD TrMBERLAKE, B.A. Kenyon 1946; M.A. Columbia 1950. Fluctuations in the out- 
standing stock of government securities and the velocity of circulation of money. Chicago. 

Crayton TipyMan, B.S. Southern California 1940; M.B.A. 1948. An investigation of second 
mortgage financing trends in Los Angeles, California. 1957. Southern California. 

Joun E. Van Tassst, Jr., B.S., B.A. Boston College 1950; M.A. 1953. An analysis of Ameri- 
can banking behavior. 1957. Harvard. 

Procopio B, VicrortaNo, B.B.A. Washington 1930; M.B.A. 1933. Rural credit in the 
Philippines, 1850 to present. 1958. Columbia. 
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Public Finance; Fiscal Policy 


Degrees Conferred 


Wriiu1aM J. Borcer, Ph.D. St. Louis 1956. A critical analysis of the fiscal policies and pro- 
cedures of the federal low-rent housing program. 

Ira C. Castries, Ph.D. North Carolina 1956. The income level and monetary-fiscal devices 
with particular reference to raising individual income tax revenue to prevent inflation. 

Cuartes D, CLremeEnt, Ph.D. Virginia 1956. Justice in taxation: a theoretical analysis. 

Jack E. Gevranp, Ph.D. New York 1956. The avoidance of federal personal income taxes 
in the United States. 

Jonn A. Gronovusx1, Jr., Ph.D. Wisconsin 1955. Valuation of railroads for ad valorem 
tax purposes, 

Epwin W. Hanzyaryk, Ph.D, Northwestern 1955, The interest rate in welfare theory. 

Witt1am G. Hevuson, Ph.D. St. Louis 1956. A tax and revenue history of the State of 
Florida. 

Lawrence A. Leonarp, Ph.D. Cornell 1956. The taxation of property in Kansas, 1855-1955. 

Maset Kwan Wat Lt, Ph.D. New York 1956. The tax system of Taiwan. 

Epwarp S. Lynn, Ph.D. Texas 1955. Administration of the purchasing function in state 
government. 

Wirt1aMm Marcuse, Ph.D. Columbia 1956. Local public finance in colonial Connecticut. 

Aurettus Morcner, Ph.D. Minnesota 1955. National debt in relation to economic stability 
and progress. 

Crarzes E, Raturrr, Jr., Ph.D. Duke 1955. Centralization of government expenditures for 
education and highways in North Carolina, 1929-1952. 

Marion Ross, Ph.D. California 1956. The taxation of business income in Great Britain. 

Witsur A. Srecer, Ph.D. Harvard 1956. Averaging of income for income tax purposes. 

Goxrprz Stone, Ph.D. Columbia 1956. Study of the relief provisions of Section 722 of the 
Excess Profits Tax Law: World War II. 

Ricwarp K. Stuart, Ph.D. Pennsylvania 1956. Public improvement financing by the State 
of Maine. 

Witi1aM J. Wetsxorr, Ph.D. New York 1956. An appraisal of the Ohio axle-mile truck tax. 

Joun A. Wire, Ph.D. Wisconsin 1956, Allocation of multistate income under state cor- 
porate net income taxes. 

Ricwarp L. Wirtramson, D.B.A. Indiana 1956. A theory of taxable income. 


Theses in Preparation 


Apty F. Asper-Mecutip, B.S. Alexandria 1951; M.A. Wisconsin 1953, Comparative studies 
in income tax, 1957. Wisconsin. 

SupHan Awnopic, Diploma, Istanbul; M.A. Michigan 1956. Fiscal policy in undeveloped 
countries. 1957. Michigan. 

Georce Bastiot, B.A. Hastings 1950; M.A, Nebraska 1952. Analysis of direct and indirect 
taxes: derivations of propositions applicable to incidence and effects. 1957. Oregon. 

SaMuEL BuiitMan. The invested capital standard in the U. S. excess profits tax. 1957. 
Columbia. 

E. V. Bowven, B.A. Connecticut 1950; M.A. Duke 1952, An economic analysis of highway 
expenditures in Kentucky. 1956. Duke. 

Joun C. Bowen, B.A. North Carolina 1951; M.A. Michigan 1953. The taxation inheritance 
in the United States. 1958. Michigan. 

Vircit Cristian, B.S. Kentucky 1947; M.S. 1949, An incremental analysis of highway 
expenditures in Kentucky. 1956. Kentucky. 


ae 
if 
q | 
fe? 
a 
~ 


TITLES OF DOCTORAL DISSERTATIONS 815 


Reev R. Durtscui, B.S. Utah State 1952. The Federal income tax and farm cooperatives. 
1958. Washington. 

Henry J. Frank, B.S. Columbia 1938; M.A. Rutgers 1947, The New Jersey property tax- 
substitute for state aid? 1957. Columbia. 

Joun R. Frepianp, B.A. Bates 1936. The relevance of Keynesian theory to U. S. fiscal and 
monetary policy, 1945-1952. 1957. American. 

JosernH J. Guerin, B.A. La Salle 1948; M.A. Fordham 1950. A reconsideration of the 
theory of excise taxes. 1957. Pennsylvania. 

Reep R. Hanson, B.A. Washington 1943; M.A. 1951. Taxation and treatment of family 
income. 1957. Wisconsin. 

Harmon H. Haymes, B.A. Lynchburg 1954; M.A. Virginia 1956. A theoretical treatment 
of capital outlays in government budgeting. 1957. Virginia. 

James D. Ketty, B.A. Columbia 1952. An economic analysis of assessment under the New 
York City property tax. 1957. Columbia. 

Cari F. Mirier, B.A. Western Ontario 1950; M.A. 1952. An analysis of post-war Canadian 
fiscal policy. 1957. Clark. 

Setma Musuk1n, B.A. Brooklyn 1934; M.A. Columbia 1935. Measurement of the distribu- 
tion of federal taxes and expenditures by state. New School for Social Research. 

Leo A. Potanp, B.S. Kansas 1947; M.B.A. Harvard 1948. A study of the use being made 
of liberalized depreciation methods under the 1954 revenue code. 1957. Indiana. 

Roy W. Ricwarps, B.S. Indiana 1943; M.B.A. 1951. History of federal income taxation 
from the close of the Civil War period to 1913. 1957. Indiana. 

Wittram N. Renrroz, B.S. Georgia School of Technology 1948; M.S. 1949. A study of 
state-local fiscal relationships. 1957. Virginia. 

AnsEL Suarp, B.S. Howard 1949; M.A. Virginia 1951. The role of counter-cyclical policy 
at the state level—a case study of Louisiana fiscal policies, 1956. Louisiana State. 

Jarep Sparks, Jr., B.A. Michigan State 1950; M.A. Illinois 1952. Deflationary aspects of 

excise taxes in Canada. 1957. Illinois. 


International Economics 


Degrees Conferred 


Rvupvoien C, Butz, Ph.D. California 1956. The British tariff reform movement for empire 
preference, and protection, 1873-1914. 

Epwtn von Boeventer, Ph.D. Michigan 1956. The impact of three business recessions in 
the United States on the rest of the world. 

Peter M, Cornett, Ph.D. Harvard 1956. Flexible exchange rates. 

Wirtarp B. Doxey, Ph.D. California 1956. United States dried fruit in international trade. 

WrittaM E. Gorpon, Ph.D. Princeton 1955. A representative colonial economy in British 
imperial preference trade. 

Dvuxa H., N. Gurtoo, Ph.D. Princeton 1956. India’s balance of payments, 1920-1953. 

Joun B. Henpverson, Ph.D. Harvard 1956. The British exchange equalization account, 
1932-1939. 

Ronatp W. Jones, Ph.D. Mass. Inst. of Technology 1956. Essays in the theory of inter- 
national trade and the balance of payments. 

Murray Kemp, Ph.D. Johns Hopkins 1956. Aspects of the theory of international trade 
under conditions of unemployment. 

Pepro C. Leano, Ph.D. Chicago 1956. The Philippine Republic’s postwar balance of pay- 
ments problem. 


JonatHan V. Levin, Ph.D. Fletcher School Law and Diplomacy 1956. A theory of export 
economies: case studies of Peruvian guano and Burmese rice. 
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Hervert H, Liesuarsxy, Ph.D. Michigan 1956. United States international raw materials 

_ policy and controls during and since the end of the Korean emergency. 

Jouw A. McManemin, Ph.D. New York 1956. Complete projects: export and construction. 

Donatp A. Moore, Ph.D. Michigan State 1956. A method of measuring the effects of 
tariff protection: United States duties on selected imports, 1922-1950. 

Joun C, Murpuy, Ph.D. Chicago 1955. Long-term contracts for the export of Denmark's 
butter and bacon. 

FrepericK T. Neety, Ph.D. Virginia 1956. The development of Virginia taxation: 1755 to 
1860. 

Ross J. PritcHarp, Ph.D. Fletcher School Law and Diplomacy 1956. Will Clayton, a study 
of business-statesmanship in the formulation of U.S. economic foreign policy. 

STANLEY ReITER, Ph.D. Chicago 1955. Efficiency and prices in the theory of an inter- 
national economy. 

Joret W. Samors, Jr., Ph.D. Texas 1956. Secular terms of trade: theory and measurement. 

SaMvEL Saprenza, Ph.D. Pennsylvania 1956. The Western Hemisphere Trade Corporation 
Act and its implementation—a facet of the United States commercial policy. 

JATAVALLABHULA SATYANARAYANA, Ph.D. Minnesota 1955. Recent trends in the United 
States market for Indian burlap. 

Bernarp F. Sricer, Ph.D. Michigan State 1955. Michigan and a study of its foreign trade. 

STEPHEN G. TrianTis, Ph.D. Toronto 1956. Cyclical changes in the merchandise balance 
of countries exporting chiefly primary products, 1927 to 1933. 

Cartes W. Vear, Ph.D. Fletcher School Law and Diplomacy 1955. Organized labor and 
tariff. 

Raymonp Zevper, Ph.D. Chicago 1955. The elasticity of demand for exports, 1921-1938. 


Theses in Preparation 


WERNER Baer, B.A. Queens 1953; M.A. Harvard 1955. The postwar German trade recovery. 
1957. Harvard. 

Zarko G. Briprya, Diploma, Peta Muska Gimasija, Belgrade; M.B.A. Chicago 1954. Ameri- 
can long term investments abroad and the export of capital goods: Latin American ex- 
perience, 1944-54. 1957. Chicago. 

Ricuarp E. Caves, B.A. Oberlin 1953; M.A. Harvard 1956. Recent developments in inter- 
national trade: equilibrium theory of trade and domestic economic structure. 1957. 
Harvard. 

Dare L, Cramer, B.S. Bradley Poly. 1949; M.A. 1950, The effect of exchange controls on 
price levels in selected Latin American countries. 1957. Louisiana State. 

Anpreas Gerakis, Diploma, Athens School of Political Science and Economics 1948. To- 
bacco exports and the Greek balance of payments in the postwar period. 1957. Kansas. 

Joun McK. Gunn, Jr., B.S. Georgia Institute of Technology; M.A. Princeton 1954. A 
critical survey of the literature dealing with flexible rates of international exchange. 
Princeton. 

Geratp E, Harriman, B.S. Notre Dame 1947; M.A. South Dakota 1949. The economics 
of the transition between protectionism and trade. 1956. Cincinnati. 

Mostara F. Hassan, B.Com. (Cairo) 1951; M.Com. 1953. Technical assistance in Egypt 
and India. 1956. Wisconsin. 

Georce A. Hay, Jr., B.A. Swarthmore 1952. The economics of customs unions, 1956. Mass. 
Inst. of Technology. 

Hans E. Jensen, B.Com., Bus. Grad. School (Copenhagen) 1949; M.A. Minnesota 1951. 
Foreign trade of Denmark. 1958. Texas. 

Wruam B. Ketry, Jr., B.S. Louisville 1949; M.A. Fletcher School Law and Diplomacy 

1954. The 1927 convention on the abolition of import and export prohibitions and re- 
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strictions: its significance in United States commercial policy. 1958. Fletcher School Law 
and Diplomacy. 

Perer B. Kenen, B.A. Columbia 1954; M.A. Harvard 1956. Monetary policy and the 
British balance of payments, 1953-1956. 1958. Harvard. 

Byonc K. Kim, B.A. Amherst 1951; M.A. Wisconsin 1955. The foreign exchange experience 
of Korea, 1945-1955, 1957. Wisconsin. 

Peter W. Lanog, B.A. Haverford 1952; M.A. Fletcher School Law and Diplomacy 1953. 
The serious injury concept in recent United States tariff policy. 1959. The Fletcher School 
Law and Diplomacy. 

Heten C. Low, B.A. Denison 1948; M.A. Fletcher School Law and Diplomacy 1949; B.A. 
Oxford 1951. The changed role of foreign capital in India. 1958. Fletcher School Law 
and Diplomacy. 

Vincent T. McKenna, B.A. City (New York) 1939; M.A. Columbia 1944; M.B.A. Har- 
vard 1945. International trade and economic development in Latin America. 1958. Texas. 

Turtey R. Minos, B.A. Occidental 1950, International ramifications of recent United States 
recessions. 1958. California. 

Jerzy Z. Mrrsx1, B.S.C. London 1951. Dollar problem and foreign investment. 1958. 
Georgetown. 

C. Overuca, B.A. Lincoln 1951; M.A. New York 1951. Role of external trade in con- 
temporary Nigerian economy, 1900-1954. New York. 

Ernest W. OcraM, Jr., B.A. American 1950; M.A. Connecticut 1951. Canada’s post war 
balance of payments adjustments. 1956. Illinois. 

Tueovore K. Oscoop, B.A. Swarthmore 1953; M.A. Yale 1954. East-west trade controls. 
1957. Yale. 

Burke A. Parsons, B.S. Oklahoma 1949; M.B.A. 1950. The financing of international trade 
and bank credit creation. 1957. Texas. 

Rosert Repman, B.A. Swarthmore 1930; M.S. Duke 1942. The tariff of 1816. New York. 

Ricwarp W. Rics#arpson, B.A. Cornell 1948. Economic problems of international com- 
modity agreements. 1957. Johns Hopkins. 

Exroy J. Steere, B.A. George Washington 1948; M.A. Iowa 1950. An analysis of the pro- 
posed Inter-American Bank. 1957. lowa. 

Ropert M. Stern, B.S. California 1948; M.B.A. Chicago 1952. Trade, U. S. foreign aid, 
and agricultural surpluses. 1958. Columbia. 

Munc-cuio CHao Sun, B.S. Chiao Tung University; M.A. Michigan 1950. Raw silk and 
raw cotton in Japanese-American trade, 1958. Michigan. 

THaALERNG THAMRONG, B.S. Connecticut 1953; M.S Wisconsin 1954. Selected aspects of 
commodity trading in world markets affecting lesser developed nations. 1958. Wisconsin. 

Errk Tuorpecke, Maturité Fédérale Suisse 1948; Propaedeutical Examination, Dutch 
School of Economics 1949. The tendency toward regionalization in international trade. 
1957. California. 


J.Doveras Wann, B.S. Saskatchewan 1942; M.S. 1947. The Canadian capital inflow, 
1950-1954, Chicago. 


Business Finance; Investment and Security Markets; Insurance 


Degrees Conferred 
Jack Krier, Ph.D. Pennsylvania 1956. An analysis of the liquidity of life insurance 
companies. 


Tuovore S. Kuiston, Ph.D. American 1956, Development of the modern forms of con- 
sumer stock investment mediums. 


Harry Marxowi7z, Ph.D. Chicago 1955. Portfolio selection. 
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Epwarp A. Netson, Ph.D. Missouri 1956. An investment analysis approach to stock life 
insurance companies. 

Jesse Picxrett, Ph.D. Pennsylvania 1956. An analysis of group disability insurance. 

Joun E. Prerce, Ph.D. Pennsylvania 1956. The development of comprehensive insurance 
for the household: a process of integration. 

James W. Toren, Ph.D. New York 1956. Direct placement loans of the thirteen largest 
life insurance companies as a postwar solution to the problem of long-term debt-type 
financing for intermediate size industrial corporations. 

Puiurp M. Wesster, Ph.D. Wisconsin 1955. Estimates of credit and cash sales of auto- 
mobiles and an analysis of automobile instalment credit extended. 

H. Jerome Zorrer, Ph.D. Pittsburgh 1956. The history and theory of automobile liability 
insurance rating. 


Theses in Preparation 


Wirtiam Beranek, B.S. California (Los Angeles) 1949; M.A. 1950. A study in the theory 
of capital structure. 1956. California (Los Angeles). 

Homer Favor, B.B.A. Pittsburgh 1954; M.L. 1954. Significant aspects of small business 
finance during the initial years. 1957. Pittsburgh. 

LAWRENCE FisHer, B.A. Pomona 1951; M.A. Chicago 1955. Determinants of the market 
rate of return on domestic corporate securities, 1957. Chicago. 

Joun W. Hatt, B.S. 1950 Kansas State; M.A. Pennsylvania 1952. The regulation of in- 
dividual accident and sickness insurance. 1957. Pennsylvania. 

Ricuarp Hootey, B.S., M.A. New York. The effects of developments in the capital markets 
on the investments of selected life insurance companies in public utility bonds 1947-1954. 
Columbia. 

Donato D. Jounson, B.A. Wheaton 1948; M.A. Nebraska 1949. The operation of non- 
agency life insurance programs, 1957. Pennsylvania. 

Paut T. Kinney, B.A. San Jose State 1951. A study of the economic aspects of health 
insurance in California. 1957. Southern California. 

Howarp C. Launstein, B.A. Michigan State 1947; M.A. 1948. Financial analysis as a 
tool of casualty insurance company management. 1956. Ohio State. 

Arcuie J. Nicuors, B.S. Chicago 1950; M.S. 1951. Liquidation of insurance carriers. 1957. 
Pennsylvania. 

Garnet D. Otive, B.A. Iowa State Teachers College 1947; M.A. Iowa 1950. A statistical 
study of the determinants of dividend policy. 1957. Iowa. 

Nestor R. Roos, B.S.B.A. Washington (St. Louis) 1948; M.S.B.A. 1949. Government 
regulation of fire insurance. 1957. Indiana. 

Raymonp G. ScHuttz, B.S. Southern California 1954; M.B.A. 1954. Casualty insurance 
investment income. 1958. Pennsylvania. 

Harotp W. Scott, B.S. Denver 1940; M.B.A. Harvard 1947. The investment of trusted 
pension plans. 1956. New York. 

Hersert Sim. Undistributed profits and financial assets. 1957. Syracuse. 

Harorp Stevenson, B.S. Minnesota 1943; M.B.A. Michigan 1948. Ways and means of 
raising common equity. 1956. Michigan. 

Joun E, St1nton, B.S. Colorado; M.S. 1951. A case study of the financial operations of 
property insurance companies. 1957. Indiana. 

Artour L. Wruiams, B.A. Pennsylvania State 1953; M.A, 1954. Term insurance: the 
company viewpoint. 1957. Pennsylvania. 

Bertram W. Zumeta, B.A. Franklin and Marshall 1940. Securities dealings of corporate 

insiders. 1957. Pennsylvania. 
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Business Organization; Managerial Economics; Marketing; Accounting 


Degrees Conferred 


Aaron J. Atton, Ph.D. Ohio State 1956. Formation of prices by wholesalers in specified 
lines of business. 

Joseru K. Bartey, Ph.D. Texas 1955. An identification and analysis of the essential factors 
of good supervision at Kelly Air Force Base, Texas. 

Martin L. Bett, Ph.D. Pennsylvania 1956. The cooperative department store—an economic 
analysis of the attempt to establish a chain of cooperative department stores as visualized 
by Edward A. Filene. 

WirttiaM M. Beruiner, Ph.D. New York 1956. Characteristic criteria of small business. 

Francis V. Boyp, Ph.D. Northwestern 1956. Adjusting financial statements for changes in 
the value of the dollar. 

Josep A. BrunNER, Ph.D. Ohio State 1956. Certain changes in buying attitudes and habits 
of older groups. 

Rosert W. CAMPBELL, Ph.D. Harvard 1956. Soviet cost accounting: rules and techniques. 

Joun W. Coucutan, Ph.D. Johns Hopkins 1956. Accounting and changing prices. 

Ext P. Cox, Jr., Ph.D. Texas 1956. Federal quantity discount limitation and its possible 
effects on distribution channel dynamics. 

Rosert G. Cox, Ph.D. Pennsylvania 1956. Development and evaluation of measuring net 
income in independent retail drug stores at the department and commodity group levels. 

Dennis M. Crites, D.B.A. Indiana 1956, A study of merchant wholesale trade in Oklahoma 
and other West South Central States. 

Davip R. Dittey, D.B.A. Indiana 1956. A study of certain differences between the account- 
ing and tax determination of business income. 

Rosert E, Dopnce, Ph.D. New York 1956. An analysis of certain characteristics of the 
market of persons sixty-five years of age and over together with a consideration of 
merchants’ attitudes toward that market in Portland, Oregon. 

Warren Etcueson, Ph.D. Iowa 1956. Relationship of changing factor prices to marketing 
adjustments in the retail food industry with special reference to Safeway Stores, 
Incorporated. 

GeorcE Fisk, Ph.D. Pennsylvania 1956, Consumer information channels. 

Davin GREEN, Jr., Ph.D. Chicago 1956. Accounting for corporate retained earnings. 

Cares M. Hewrrt, D.B.A. Indiana 1955. Automobile franchise agreements. 

Paut M. Horrman, Ph.D. New York 1956. Brand names and trade-marks in the Saint 
Louis area of the shoe industry. 

Cartes Hort, Ph.D. Chicago 1955. Normative analysis of production and employment 
scheduling. 

Henry Key, Ph.D. Texas 1956. Assembly costing techniques and procedures and their 
application in selected industrial firms. 

Grorce E, Kiser, Ph.D. Texas 1955. Capital equipment purchases: an examination of the 
policies and procedures of selected petroleum companies. 

Ricwarp E, Lunpgvutst, Ph.D. Minnesota 1955. An analysis of accounting standards for 
quasi-reorganization. 

JoserH L. Massie, Ph.D. Chicago 1955, The management of a growing independent oil 
company : The Ashland Oil Company. 

Aprtian M. McDonovcn, Ph.D. Pennsylvania 1956. An analysis of information structure 
for the industrial manufacturing firm. 

Craup—E McMrrtan, Ph.D. Ohio State 1955. Management uses of financial standards at 
base level in the United States Air Force. 
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Kenneru H. Myers, Ph.D. Northwestern 1956. Marketing policy determination of a major 
firm in a capital goods industry. 

Gartanp C, Owens, Ph.D. Columbia 1956. The cost basis in business combinations. 

Epwarp H. Peterson, Ph.D. New York 1956. Measuring potentials and laying out ter- 
ritories in marketing industrial goods. 

Roy T. SHaw, Ph.D. Ohio State 1955. An evaluation of certain policies and procedures in 
the administration of retail credit exchange bureaus. 

J. G. Surenan, Ph.D. Ohio State 1956. Credit insurance from the policyholder’s point 
of view. 

J. Ricwarp Srevens, Ph.D. Iowa 1956. The impact of marketing research upon manu- 
facturers’ consumer goods advertising—a survey of selected manufacturers, marketing 
research agencies, advertising agencies and media firms. 

E. Sranspury Stockton, Ph.D. Ohio State 1956. Wage surveys and wage policies of Ohio 
manufacturers. 

Atrrep W. Swinyarp, Ph.D. Syracuse 1956. Rationalization of the retail distribution of 
household heating oil: a study in applied economics. 

Norman E. Taytor, Ph.D. Minnesota 1955. The Midland Cooperative Wholesale, Inc. : its 
history and analysis. 

Wepon J. Tayior, Ph.D. New York 1955. A critical analysis of a standard for creating 
scientific objectives in the study of marketing and the application of such standard to 
contemporary marketing literature. 

Howarp L. Tums, D.B.A. Indiana 1955. A philosophy concerning the interrelated nature 
of business factors in the individual firm. 

Harvey L. Vrevensurc, D.B.A. Indiana 1956. Trading stamps. 

Atpert Wickesserc, Ph.D. Ohio State 1956. Managerial decentralization in the paper and 
pulp industry—a case study. 

THeEoporE YANTES, Ph.D. Ohio State 1955. The marketing of prefabricated houses. 


Theses in Preparation 


James M. ALexAnper, B.A. Dickensen 1941; M.S. Pennsylvania 1948; M.A. 1950. An 
exploratory study to determine the applicability of time and motion studies to the job 
of sales manager. 1958. Pennsylvania. 

Epwarp A. Anperson, B.S. Pennsylvania 1948; M.A. 1949, Investigation of the city as a 
dispersing unit in marketing. 1958. Pennsylvania. 

Joun F. Barron, B.A. Washington 1953. Valuation of inventories for income tax purposes. 
1957. Washington. 

Ricwarp L. Bere, B.S. Ohio State 1952; M.S. 1953. The economic aspects of packaging and 
marketing Ohio apples. 1957. Ohio State. 

Epwin W. Berc, B.A. Chicago 1938; M.B.A. 1946. The relative concentration of trade 
institutions in the United States. 1957. Chicago. 

Doyre D. BisHop, B.B.A., M.B.A. Texas 1951. A study of the effects of automation in a 
selected industry. 1957. Ohio State. 

Rosert D. Buzzetr, B.A. George Washington 1953; MLS. Illinois 1954. Productivity in 
marketing with special reference to wholesale trade, 1929-54. 1957. Ohio State. 

Forest C. Carter, Jr., B.B.A. Michigan 1945; M.B.A. 1947. Problems arising in Federal 
income taxation of partnerships. 1957. Indiana. 

Joun E. Cuamprion, B.B.A. Georgia 1942; M.B.A. 1949, Effectiveness of life inventory 
procedure: 1940 to 1955. 1956. Michigan. 

Rozpert Cuapet, B.A. Chicago 1934; M.S. Duquesne 1952. The control of sales by manu- 
facturers—a theory of successful scientific sales management. 1957. Pittsburgh. 

Joun S. peCant, B.S. Wisconsin 1948; M.B.A. Pennsylvania 1951. Factors influencing the 
change in inventory. 1957. Pennsylvania. 
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Hans G. DeHaas. The new economics and the business world. New School for Social 
Research. 

Cart Dennter, Jr., B.S. Missouri 1948; M.A. 1950. An appraisal of direct costing. 1957. 
Wisconsin. 

Tuomas F. Dernsurc, B.A. Swarthmore 1952; M.A. Yale 1953. Consumer response to 
innovation: the television industry. 1957. Yale. 

Rosert D. ENTENBERG, B.S.B.A. Washington (St. Louis); M.B.A. 1952. Changing relative 
position of department stores by merchandise lines. 1957. Ohio State. 

Cuartes G. Foster, B.S. California 1933; M.S. 1934. Wholesaling in Indianapolis. 1957. 
Indiana. 

Mirton S. Gorpserc, B.S. Indiana 1943; M.B.A. 1948; LL.B. 1951. Legal and anti-trust 
aspects of exclusive selling contracts. 1957. Indiana. 

FLoyp GraHaAM, B.A. Hawaii 1950; M.A. 1951. The integration of management instruction 
in the U. S. Air Force Academy curriculum. 1956. Ohio State. 

Eveanor C. Harris, B.S. New York 1945; M.A. Columbia 1948, Product development 
as an operation. 1956. New York. 

Marvin HorrMan, B.A. Western Reserve 1947; M.B.A. Ohio State 1949. Supplementary 
wage benefits for outside salesmen. 1957. Ohio State. 

Apert Horzman, B.S. Pittsburgh 1949; M.S. 1954. The use of the matrix theory in the 
solution of management problems. 1957. Pittsburgh. 

C. Burt Husparp, B.S. Texas Tech. 1947. A study of executive training programs in 
universities and colleges. 1956. Ohio State. 

Fioyp H. Jenxins, B.B.A. North Texas State 1950; M.B.A. 1951. A determination of the 
basic problems in foremanship. 1957. Ohio State. 

Davip R. Kenerson, M.C.S. Dartmouth 1938. Principles and practice of hospital man- 
agerial control. 1956. Florida. 

Mervin Koun, B.A. Missouri 1937; M.S. St. Louis 1953. Transition in dry goods and 
grocery wholesaling in the Saint Louis metropolitan area, 1930-1955. 1957. St. Louis 
University. 

Wituram Lazer, B.S.C. Manitoba 1949; M.B.A. Chicago 1950. An analysis and evaluation 
of the marketing of textile clothing by Western Canadian clothing manufacturers. 1956. 
Ohio State. 

Stewart Lee, B.A. Geneva 1949; M.A. Pittsburgh 1950. Economic implications of resale 
price maintenance, with particular attention to the discount house. 1956. Pittsburgh. 
TueoporeE W. Leep, B.S. Ohio State 1950; M.S, 1951. Relationships of merchandising 
practices and other factors to the price and sales of greenhouse tomatoes in retail stores. 

1956. Ohio State. 

Vernon L. Loomis, B.S. Kansas State 1940; M.S. Denver 1946. Quotas as an aid in sales 
control. 1957. Ohio State. 

Grorce E. Manvpox, B.S, Georgia Inst. of Tech. 1950; M.S. 1951. A study of office supply 
wholesaling. 1957. Indiana. 

Ricuarp C. McAtuister, M.A. Washington 1954, An evaluation of the alternative concepts 
for measurement of business income. 1956. Florida. 

Epmunp J. McCartruy, B.S. Northwestern 1950; M.A. Minnesota 1954. An analysis of 
market research in new product development. 1956. Minnesota. 

Rosert McEwen, s.J., B.A. Weston 1940; M.A. Fordham 1943. Evaluation of arguments 
for and against “Fair Trade.” 1957. Boston College. 

Davm D. Monteson, B.S. Vermont 1949; M.B.A. Miami 1951. Value added as a measure 
of economic contribution by marketing institutions. 1956. Ohio State. 

Rosert W. Moretti, Ph.B. DePaul 1946; M.B.A. Chicago 1950. Managerial planning: an 
inquiry into some of its decision-making aspects. 1957. St. Louis. 

Frep MvELter, B.A. Washington 1953; M.A. 1954. Rapid tax amortization 1956. Ohio State. 
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Joun F. Muta, B.S. Washington; M.S. Carnegie Inst. Tech. Optimal linear decision rules. 
1956. Carnegie Inst. of Technology. 

Ray Norpstrranb, B.A, Northwestern 1953. Pricing of advertising services. 1957. North- 
western, 

Henry D. Ostserc, B.A. Brooklyn 1949; LL.B. New York Law School 1950. The functional 
discount: implications in law and economics. 1956. Ohio State. 

Ricwarp C. Porter, B.A. Williams 1953; M.A. Yale 1954. Determinants of firms’ month- 
to-month adjustments in production plans, 1957. Fale. 

Ricwarp C. Remensacu, B.A. Michigan State 1942; M.S. New York 1947. Some aspects 
of the influences and effects of discount retailing in the Saint Louis metropolitan area. 
1957. St. Louis. 

Donap L. Ricuarp, B.S. Bowling Green 1946. The economic effect of the reducing charge 
method of depreciation. 1957. American. 

Rosert B. Scuwart, B.S. Ohio State 1947; M.S. 1949. How different types of farmers act 
in decision-making patterns and equate risk. 1956. Ohio State. 

Jerome Snyper, B.B.A. City (New York) 1942; M.B.A. Pennsylvania 1950. Recent de- 
velopments in the theory and practice of capital budgeting. 1957. Michigan. 

Henry H. Stick, B.S. U.S. Military Academy 1945; M.B.A. Pennsylvania 1947. A study 
of the impact of electronic data processing equipment on the organization and structure 
of the U.S. Air Force. 1957. Ohio State. 

Lynn H. Stockman, B.A. Utah 1936; M.B.A. Northwestern 1938. The effect of indirect 
price reductions of consumer purchases of selected, processed farm products. 1957. 
Northwestern. 

Witiurp E. Stone, B.A. Pennsylvania State 1933; M.A. Pennsylvania 1950. Management 
practices with respect to internal pricing problems in large manufacturing corporations. 
1957. Pennsylvania. 

Tuomas M. Stupsierierp, M.S. Texas A and M 1951. Analysis of the market news and 
related information available to Arizona cattle feeders and ranchers. 1956. Zexas A and M. 

Daniet L. Sweeney, B.S. Iowa 1943; M.A. 1949. Accounting and financial problems of 
executive stock option plans. 1956. Michigan. 

NicHoras Tuvuroczy, B.S. McGill 1952. An economic analysis of multiple price plans for 
the U. S. barley industry. 1957. California. 

J. Hart Watters, Jr., B.A. California 1948; M.A. Illinois 1953. The compatibility of 
privately-planned market distribution with public economic planning in India. 1958. 
Pennsylvania. 

C. Epwarp Weser, B.A. Illinois 1953; M.A. 1953; M.A. Princeton 1955. Managerial 
growth and developnient: an analysis of the changing utilization of managerial resources 
since World War II. Princeton. 

F. A. Wvort, B.A. Minnesota 1939. An economic analysis of the different methods of 
accounting for depreciation. 1957. Georgetown. 


Industrial Organization; Government and Business; Industry Studies 


Degrees Conferred 


Wu1aM H. Burws, Ph.D. Texas A and M 1956. The role of fiber property testing in the 
operations of American cotton mills. 

Jowannes H. DeLoor, Ph.D. Columbia 1956. South African experience in the manufactur- 
ing and selling of Portland cement. 

Autan B. Dickerman, Ph.D. Syracuse 1956. Economics of the wastepaper industry. 

Georce E. Epwarps, Ph. D. Columbia. Marketing an innovation. 

Seymour FriepLanp, Ph.D. Harvard 1956. The fifty largest industrial corporations—a study 
of growth and turnover. 
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Papraic P, Frucut, Ph.D. Harvard 1956. Economics of the costume jewelry industry. 

Tuomas V. Gates, Ph.D. Oklahoma 1956. The surplus funds of rural electric cooperatives : 
a case study. 

Cornettus W. GitraM, Ph.D. Chicago 1955. Strict liability and social control: products 
liability in the automobile industry: 

Warren S. Gramm, Ph.D. California 1955. The development of electric power in Northern 
California. 

WiLt1aM T. Greenwoop, Ph.D. St. Louis 1955. Conference method of railroad rate making: 
furniture and chemical proposals in the Southwestern Freight Bureau. 

Hucu G. Hansen, Ph.D. California 1955. The Central Valley Project: federal or state? 

Leon T. Kenpatr, D.B.A. Indiana 1956. The Chicago Board of Trade and the federal 
government: a study of their relationship, 1848 to 1952. 

Wattace Lovejoy, Ph.D. Wisconsin 1956. The regulation of natural gas and its economic 
background. 

James E,. McGraru, D.B.A. Indiana 1956. Piggyback : transportation of trailers on flat cars. 

Jerome W. Mruman, Ph.D. California (Los Angeles) 1956. The history, organization 
and economic problems of the Metropolitan Water District of Southern California. 

Witarp F. Mvecer, Ph.D. Vanderbilt 1955. Du Pont: a case study in the growth of 
a firm. 

Ratpw L, Netson, Ph.D. Columbia 1955. The merger movement in manufacturing and 
mining, 1895-1907. 

Josep D. O’Brien, Ph.D. St. Louis 1956. An analysis of Better Business Bureaus—with 
special reference to the St. Louis Bureau. 

Wituam G. Pancuar, Ph.D. Northwestern 1956, Baking in America, an economic develop- 
ment. 

Cartes L. Quitrmeyer, Ph.D. Columbia 1956. The seafood industry of the Chesapeake 
Bay States of Maryland and Virginia. 

Cartes SiaTer, Ph.D. Northwestern 1956. Organization and competition in the baking 
industry. 

Epwarp W. Smyxay, Ph.D. Wisconsin 1956, The influence of the National Association of 
Railway and Utility Commissioners upon public utility policies 1889-1955. 

Georce Tottey, Ph.D. Chicago 1955. Earnings of labor and capital in the food processing 
industry. 

Rocer C. Van Tasset, Ph.D. Brown 1956. The economics of the pricing of urban bus 
transportation. 

Lewis E, Wacner, Ph.D. Iowa 1956. 4 summary and interpretation of some recent view- 
points on industrial organization and market behavior. 

Otto E. Zwanzic, Ph.D. New York 1955. The economic and political effects of widening 
the public utility concept. 


Theses in Preparation 


CATHERINE Apruzzi, B.A. California (Los Angeles) 1949; M.A. 1950. Model introduction 
and allocation of resources in the automobile industry. 1957. California (Los Angeles). 
Francis J. Arperts, B.A. Rochester 1947; M.S. 1950. Profits and profitability in the chem- 

ical industry. 1956. New York. 
Joun W. Asutevy, B.A. Stanford 1943; M.B.A. 1947. Economic aspects of California natural 
gas industry. 1957. California (Los Angeles). 

SamuEt Becxorr, B.S. Brooklyn 1935; M.A. Columbia 1937. An inquiry into the operative 
principles applicable to the licensing of motion pictures in New York State. New York. 
Joun J. Breen, B.S. Providence 1947; M.S. Columbia 1949. An economic analysis of the 

regulation of milk by the State of Rhode Island 1956. Clark. 
Mavreen Brunt, B.Com. Melbourne 1950. Competition in retailing. 1957. Harvard. 
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AnTHony Brzysk1, B.S. Temple 1940; M.A. New York 1948. A history of the Lehigh 
Canal, 1818-1873. New York. 

Cart L. Butter, B.S. Denver 1949; M.B.A. Northwestern 1950. The problem of third 
structure taxes in the motor carrier industry. 1957. Maryland. 

Ricwarp R. Cart, B.A. Colorado 1949; M.A. Washington State 1952. Highway investment 
and finance in urban areas. 1957. California. 

Water J. CuamBertin, B.A. New York 1934; M.S. 1935. Majority compositions in 
corporate reorganizations. 1956. Illinois. 

James H. Corree, B.A. West Texas State Teachers 1925; M.A. Southern California 1936. 
A proposal for a national transportation policy. 1956. Texas. 

Witi1aM Coputsky, B.A., New York 1942; M.B.A. City (New York) 1948. Selecting an 
optimum method for forecasting chemical commodity demand. 1956. New York. 

Jack Craven. The textile machinery industry. 1956. Syracuse. 

Rosert G. Deperick, B.A. Harvard 1951; M.A. 1953. The economics of Greater Boston’s 
metropolitan transit authority. 1957. Harvard. 

Nicwotas DeWitt, B.A. Harvard 1952; M.A. 1953. Economics of Soviet cement and rock 
product industries. 1957. Harvard. 

Lionet Epstern, B.S. New York 1953; M.A. Harvard 1956, The Federal Government’s 
defense contracts system: A size of firm-industry distribution of output study. 1957. 
Harvard. 

NATHANIEL GREENSPUN, B.A. Harvard 1951; M.A. Harvard 1953. The pharmaceutical 
industry—a study in the economics of industria] research. 1957. Harvard. 

Lestte E. Gyorxt, B.A. Oberlin 1951; M.A. Michigan 1952. Comparative study of the 
commercial energy situation in the United Kingdom and Japan, 1958. Michigan. 

Donatp V. Harper, B.S. Illinois 1950. State regulation of motor carriers. 1956. Illinois. 

Witiiam Ivto, B.A. City (New York) 1951; M.A, Washington State 1953. Economic 
organization in River Basin planning. 1957. Wisconsin. 

Letanp L,. Jounson, B.S. Oregon 1952; M.A. 1953. Hedging, speculation and futures 
trading in the coffee market. 1957. Yale. 

LAWRENCE J. KapLan, B.A. Brooklyn 1937. Productivity changes in building construction: 
actual and potential. 1957. Columbia. 

GitBert Kose, B.S. De Paul 1952; M.A. Wisconsin 1953. Some aspects of oil pipeline 
integration since 1911, with special reference to the application of the public utility 
concept. 1957. Northwestern. 

Atten V. Kwneegse, B.S. Southwest Texas State Teachers; M.A. Colorado. An industry 
study approach to exclusive dealing. 1956. Indiana. 

Ratpo L. Koorenny, B.A. Walla Walla 1946; M.A. Washington State 1948. Strategic 
sectors of the steel industry in the western United States in the light of location theory 
and the complex of industry concept. 1957. Colorado. 

Treovore H. Levin, B.A. Brooklyn 1935; M.A. 1948. The economic regulation of com- 
mercial air transportation with emphasis on the permanent certification of local service 
airlines. American. 

BenyJAMIn S. Logs, B.A. Cornell 1935; M.B.A. New York 1948. Wartime controls over 
electric utilities: a study in mobilization. 1953. 

Ricuarp MacNass, B.A. Grinnell 1939; M.A. Connecticut 1946. Leasing of industrial 
equipment. 1956. Northwestern. 

Georce L. Marran, B.S. Boston 1937; M.A. California 1948. An analysis of the economic 
problems connected with the introduction of natural gas to New England. 1956. California 
(Los Angeles). 

Patricia May, Ph.D. Tulane. The control of consumer credit, with particular reference to 
an evaluation of the Korean War experience, 1950-1952. 

Norman O. Mirter, B.S. Oklahoma 1949; M.B.A. 1950. Industry growth and corporate 
profitability. 1957. Indiana. 
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OcsucuuKweE F. Osi, B.A. Berea 1953; M.A. Syracuse 1954. A study of development of 
corporate organization of public enterprise in Great Britain and analysis of its adaptation 
to British West Africa. New School for Social Research. 

Joun J. Oris. The economics of the metal finishing supplier industries. 1956. Syracuse. 

James M. Patterson, B.S. U. S. Merchant Marine Academy 1948; M.B.A. Cornell 1954. 
The Federal promotion of ocean shipping. 1957. Cornell. 

Rosert T. Prerson, B.A. St. Olaf 1952; M.A. Northwestern 1954. An economic appraisal 
of the Paramount Pictures anti-trust decision: its foundation and its effectiveness. 1957. 
Northwestern. 

Jack Pontney, B.A. Redlands 1953. A study of the role of the dealer organization and its 
influence upon the character of competition in the automobile industry. 1957. North- 
western. 

Crark R. Puckett, B.A. California 1953. The trade association as economic policy-maker ; 
economic policy of the N.A.M. in the post World War II period. 1957. Cornell. 

Epwarp P. Reacen, B.A. Western Reserve; M.A. Western Reserve. The American ceramic 
dinnerware industry. 1956. Indiana. 

Wit B. Ross, B.A. Indiana 1950; M.A. Princeton 1952. Price and non-price factors in 
the major markets for bituminous coal. Princeton. 

Georce SAUNDERS. The economics of the air conditioning industry. 1956. Syracuse. 

Howarp ScHuLtz, B.S. Xavier Ohio 1949; M.A. Cincinnati 1950. Economic aspects of price 
control in the meat industry particularly during World War II. 1956. Pittsburgh. 

Bernarp SHuLL, B.A. Temple 1952; M.A. Illinois 1954. Price discrimination, injury to 
competition and the Robinson-Patman Act. 1957. Wisconsin. 

Stantey W. Sternxamp, B.A. Michigan 1951; M.A. 1955. An empirical study of the 
market structure of commercial banks as related to large businesses. 1957. Michigan. 
Max D. Stewart, B.A. Alberta 1941; M.A, Toronto 1946. Some economic aspects of the 

Canadian wooden match industry and public policy. Michigan State. 

Harry M, Tresinc, B.S. Maryland 1950; M.A. 1952. Project evaluation techniques for 
Federal multiple purpose projects. 1957. Wisconsin. 

WitxraM C, Turtuitt, B.A. Virginia 1942; M.B.A. Michigan 1947. Theory and practice of 
regulation of rate of return of privately owned electric utilities (1951-53). 1957. Michigan. 

Ratpn M. Van Metre, B.S. Ohio State 1929; M.A. Chicago 1953. The Peoria and Eastern 
Railroad and predecessor companies. 1957. Indiana. 

Marianne Y. Victorrvus, B.A. Guilford. The comparative economics of some artistic enter- 
prises in the U. S. and England: private versus government subsidies. 1957. Columbia. 
Vern H. Vincent, B.B.A. Texas 1939; M.B.A. 1940. Accounting, costing, and pricing at 

T.V.A. 1957. Michigan. 

Wirrt1am Wotman, B.A. McGill 1948. The development of manufacturing industry in the 
State of Washington 1899-1947. 1957. Stanford. 

Wiruram D. Wussen, M.B.A. Chicago 1948. Economic aspects of the California liquefied 
petroleum gas industry. 1957. Claremont. 

Epcar B. Yacer, B.B.A. Texas 1947; M.B.A. 1949. An analysis of the compliance with 
selected criteria of ARB No. 43 in selected annual reports of industrial corporations. 1957. 
Indiana. 


Land Economics; Agricultural Economics; Economic Geography; Housing 


Degrees Conferred 
Warren E. Apams, Ph.D. California 1955. The land settlement program in Iraq, with 
special reference to the Dujaila Settlement, 1945-54. 


Joun D. Atuison, Ph.D. New York 1956. An analysis of Levittown, New York, with par- 
ticular reference to demand satisfaction from mass-produced low cost housing. 
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Marvin A. Anperson, Ph.D. Iowa (Ames) 1955. Factors affecting acceptance and use of 
fertilizer on Iowa farms. 

Lester L. AkNoxp, Ph.D. Purdue 1955. Problems of capital accumulation in getting started 
farming. 

Kuatep Y. Ayousr, Ph.D. New York 1955. Agricultural credit reform in Syria. 

TueoporeE BAKERMAN, Ph.D. Pennsylvania 1956, Anthracite coal: a study in advanced 
industrial decline. 

Herman G. BerKMAN, Ph.D. Wisconsin 1956. The delineation and structure of rental 
housing areas: a Milwaukee case study. 

Rexer Bernpt, Ph.D. Colorado 1956. A study of the economy of the Osage River Basin 
of Kansas and Missouri as related to the U.S. Army Engineers’ water resources program. 

James T. Bonnen, Ph.D. Harvard 1956, United States agricultural capacity: a general 
equilibrium model of American agriculture for 1965 with an evaluation of probable and 
potential technological capacity. 


James Bray, Ph.D. Chicago 1955. Agricultural land in a developing economy. 

Ernest E. Brown, Ph.D. Florida 1956. An appraisal of and recommendations for increasing 
the degree of competition in Florida’s dairy industry. 

WrtuaM G. Brown, Ph.D. Iowa (Ames) 1955. Corn production surfaces and economic 
fertilizer use. 

Joun C. Catranan, Ph.D. Purdue 1955. Factors influencing the price of hardwood stumpage 
in Indiana. 

3 Georce L. Caper, Ph.D. Florida 1956. An economic analysis of packing and handling fresh 
7 citrus fruits in relation to work methods. 


Joun Crecrnk, Ph.D. Iowa (Ames) 1956. How tenant farmers in the South Platte Valley, 
Colorado, accumulate capital and obtain farms. 
Jerry E. Drake, Ph.D. Texas 1956. Marketing potential for residential construction in the 
Dallas metropolitan area. 
Davip R. Fitcu, Ph.D, Oklahoma 1956. Economic aspects of the Gulf Coast offshore oil 
controversy. 
Bernarp H, FriepmMan, Ph.D. Pittsburgh 1956. Economic aspects of the conservation of 
natural resources with special reference to soil, water, and forests. 
M. Mason Garrney, Ph.D. California 1956. Land speculation as an obstacle to ideal allo- 
cation of land. 
Loyp Gtiover, Jr., Ph.D. Wisconsin 1955. Public purchase of land as a means of land use 
adjustment. 
i Lovis-Marte Gorrux, Ph.D. Chicago 1955. Agricultural productivity and economic de- 
4 velopment in France (1852-1950). 
a Mortsuke Karuara, Ph.D. Wisconsin 1956. Economic development of Japanese agriculture— 
an appraisal of the significance of land tenure in agricultural development. 
Ciype R. Keaton, Ph.D. Minnesota 1955. An economic analysis of apple marketing, Hando 
Valley, New Mexico. 
Paut L. Ketrey, Ph.D. Iowa (Ames) 1956. Resource returns and productivity coefficients 
for the Kansas cooperative grain elevator industry. 
Frep W. Knirrin, D.B.A. Indiana 1956. Location problems of savings and loan asso- 
ciations. 
Marvin W. Kottke, Ph.D. Minnesota 1955. A study of decision sharing, tenure uncertainty 
and the choice of farm enterprise combinations under farm leasing systems in Minnesota. 
BENJAMIN LipsteIn, Ph.D. Columbia 1956. The role of residential conversions in the hous- 
ing market. 
Georce W. Luxe, Ph.D. New York 1956. New Jersey agriculture from 1850-1950. An 
economic analysis. 
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Atmon T. Mace, Ph.D. George Washington 1956. Supplemental credit as an instrument 
of postwar agricultural policy. 

ArTHuR B. Macxig, Ph.D. Iowa (Ames) 1956. Optimum farm plans for beginning farmers 
in Central lowa—an application of linear programming. 

Joun M. McCoy, Ph.D. Wisconsin 1955. Grain storage policy with particular reference 
to cost of storing wheat in Kansas. 

Dean E. McKee, Ph.D. Iowa (Ames) 1955. Economics of corn-soybean oilmeal substitution 
for hogs on pasture. 

Cissy C. Moxtey, Ph.D. Kentucky 1955, A conceptual study of the farm and home 
development program. 

Frank OrazeM, Ph.D. Iowa (Ames) 1956, Adjustments to improve incomes and to meet 
changes in relative prices on dairy farms in North East Iowa. 

James Rice, Ph.D. Pittsburgh 1956. Taxation and assessment of gas, oil, and coal proper- 
ties, with special reference to Pennsylvania, West Virginia, and Ohio. 

Howarp Rosen, Ph.D. American 1956. The utilization of technicians as a means of meet- 
ing the current shortage of professional personnel in American industry. 

J. Z. Rowe, Ph.D. Purdue 1955. Seasonal variations in price and purchasing power of 
important New Mexico farm and ranch products. 

STANLEY Seaver, Ph.D. Chicago 1955. The effect of variability in supply of eggs upon 
wholesale marketing costs. 

STEPHEN P. Y. SHao, Ph.D. Texas 1956. Coal and its trend in the United States. 

Kyunui Tcuan, Ph.D. Wisconsin 1956. Manpower, productivity, and underemployment 
in Wisconsin farming since 1939. 

Tuomas C. Watz, Ph.D. Purdue 1956. The impact of technology on the dairy industry. 

Tarvin F. Wess, Ph.D. Texas A and M 1956. The relationship between seasonal supply, 
demand and price of Texas calves. 

Rosert Wo rrson, Ph.D. Chicago 1956. An econometric study of production and wage 
determination in American agriculture with particular reference to three production 
regions. 

Gene L. Wunperiicu, Ph.D. Iowa (Ames) 1955. The Bombay Tenancy and Agricultural 
Lands Act as a means of agrarian reform. 


Theses in Preparation 


Mate A. Amat, Diploma, School of Economics and Commerce (Belgrade) 1938; M.B.A. 
Columbia 1954. Economics of the timber industry in Yugoslavia. 1958. Columbia. 

J. D. Avary, B.A. Texas 1944; M.A. 1948. An economic analysis of the Central Valley 
Project of California. 1957. California (Los Angeles). 

Max R. Broom, B.S. City (New York) 1939. Factors affecting the marketing of redevelop- 
ment sites. 1957. American. 

Georce Brass, B.S. Idaho 1950; M.S. 1954. The relation of prices and other factors to 
changes in corn production. 1956. Illinois. 

James R. Braptey, M.S. Texas A and M 1954. The impact on industrial development on 
the agricultural pattern of a selected Texas area. 1957. Texas A and M. 

MicHaet J. Brennan, S.B.C. DePaul 1952; M.A. Chicago 1954. The role of government 
in butter storage operations. Chicago. 

Cyr A. Bricut, B.S. Nebraska 1933. The retail marketing of commercial feeds in Wis- 
consin. 1957. Wisconsin. 

Daviv W. Brown, B.S. Connecticut 1953; M.S. Cornell 1954, Estimation of production 
functions for Eastern Iowa, with comparisons between owned and rented farms. 1956. 
lowa (Ames). 

Rosert K. Brown, B.S. Pittsburgh 1952; M.A. 1954. The legislative background of public 
housing and its financial import on the City of Pittsburgh. 1957. Pittsburgh. 
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Marvin A. Anverson, Ph.D. Iowa (Ames) 1955. Factors affecting acceptance and use of 
fertilizer on Iowa farms. 

Lester L, ArNotp, Ph.D. Purdue 1955. Problems of capital accumulation in getting started 
farming. 

Kuatep Y. Ayousi, Ph.D. New York 1955. Agricultural credit reform in Syria. 

TueoporeE BAKERMAN, Ph.D. Pennsylvania 1956. Anthracite coal: a study in advanced 
industrial decline. 

Herman G. Berkman, Ph.D. Wisconsin 1956. The delineation and structure of rental 
housing areas: a Milwaukee case study. 

Rexer Bernpt, Ph.D. Colorado 1956. A study of the economy of the Osage River Basin 
of Kansas and Missouri as related to the U.S. Army Engineers’ water resources program. 

James T. Bonnen, Ph.D. Harvard 1956, United States agricultural capacity: a general 
equilibrium model of American agriculture for 1965 with an evaluation of probable and 
potential technological capacity. 

James Bray, Ph.D. Chicago 1955. Agricultural land in a developing economy. 

Ernest E. Brown, Ph.D. Florida 1956. An appraisal of and recommendations for increasing 
the degree of competition in Florida’s dairy industry. 

Wrtram G. Brown, Ph.D. Iowa (Ames) 1955. Corn production surfaces and economic 
fertilizer use. 

Joun C. Catranan, Ph.D. Purdue 1955. Factors influencing the price of hardwood stumpage 
in Indiana. 

Georce L. Carpet, Ph.D. Florida 1956, An economic analysis of packing and handling fresh 
citrus fruits in relation to work metheds. 

Joun Crecrnk, Ph.D. Iowa (Ames) 1956. How tenant farmers in the South Platte Valley, 
Colorado, accumulate capital and obtain farms. 

Jerry E. Drake, Ph.D. Texas 1956. Marketing potential for residential construction in the 
Dallas metropolitan area. 

Davip R. Fitcu, Ph.D, Oklahoma 1956. Economic aspects of the Gulf Coast offshore oil 
controversy. 

Bernarp H, Friepman, Ph.D. Pittsburgh 1956. Economic aspects of the conservation of 
natural resources with special reference to soil, water, and forests. 

M. Mason Garrney, Ph.D. California 1956. Land speculation as an obstacle to ideal allo- 
cation of land. 

Loyp Gtover, Jr., Ph.D. Wisconsin 1955. Public purchase of land as a means of land use 


adjustment. 
Louts-Martre Gorrux, Ph.D. Chicago 1955. Agricultural productivity and economic de- 
caf velopment in France (1852-1950). 
Motsvuke Karuara, Ph.D. Wisconsin 1956. Economic development of Japanese agriculture— 
oF an appraisal of the significance of land tenure in agricultural development. 
Crype R. Keaton, Ph.D. Minnesota 1955. An economic analysis of apple marketing, Hando 


Valley, New Mexico. 
Paut L. Ketrey, Ph.D. Iowa (Ames) 1956. Resource returns and productivity coefficients 
for the Kansas cooperative grain elevator industry. 
- Frep W. Knirrin, D.B.A. Indiana 1956. Location problems of savings and loan asso- 
ciations. 
Marvin W. Kottke, Ph.D. Minnesota 1955. A study of decision sharing, tenure uncertainty 
and the choice of farm enterprise combinations under farm leasing systems in Minnesota. 
BENJAMIN Lipstetn, Ph.D. Columbia 1956. The role of residential conversions in the hous- 
ing market. 
Be Grorce W. Luxe, Ph.D. New York 1956. New Jersey agriculture from 1850-1950. An 
economic analysis. 
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Atmon T. Mace, Ph.D. George Washington 1956. Supplemental credit as an instrument 
of postwar agricultural policy. 

ARTHUR B. Macxig, Ph.D. Iowa (Ames) 1956. Optimum farm plans for beginning farmers 
in Central lowa—an application of linear programming. 

Joun M. McCoy, Ph.D. Wisconsin 1955. Grain storage policy with particular reference 
to cost of storing wheat in Kansas. 

Dean E. McKee, Ph.D. Iowa (Ames) 1955. Economics of corn-soybean oilmeal substitution 
for hogs on pasture. 

Cissy C. Moxiey, Ph.D. Kentucky 1955, A conceptual study of the farm and home 
development program. 

Frank OrazeM, Ph.D. Iowa (Ames) 1956. Adjustments to improve incomes and to meet 
changes in relative prices on dairy farms in North East Iowa. 

James Rice, Ph.D. Pittsburgh 1956. Taxation and assessment of gas, oil, and coal proper- 
ties, with special reference to Pennsylvania, West Virginia, and Ohio. 

Howarp Rosen, Ph.D. American 1956. The utilization of technicians as a means of meet- 
ing the current shortage of professional personnel in American industry. 

J. Z. Rowe, Ph.D. Purdue 1955. Seasonal variations in price and purchasing power of 
important New Mexico farm and ranch products. 

STANLEY Seaver, Ph.D. Chicago 1955. The effect of variability in supply of eggs upon 
wholesale marketing costs. 

STEPHEN P. Y. SHaAo, Ph.D. Texas 1956. Coal and its trend in the United States. 

Kyunui Tcuan, Ph.D. Wisconsin 1956. Manpower, productivity, and underemployment 
in Wisconsin farming since 1939. 

Tuomas C. Watz, Ph.D. Purdue 1956. The impact of technology on the dairy industry. 

Tarvin F. Wess, Ph.D. Texas A and M 1956. The relationship between seasonal supply, 
demand and price of Texas calves. 

Rosert Worrson, Ph.D. Chicago 1956. An econometric study of production and wage 
determination in American agriculture with particular reference to three production 
regions. 

Gene L. Wunperticu, Ph.D. Iowa (Ames) 1955. The Bombay Tenancy and Agricultural 
Lands Act as a means of agrarian reform. 


Theses in Preparation 


Mate A. Amat, Diploma, School of Economics and Commerce (Belgrade) 1938; M.B.A. 
Columbia 1954. Economics of the timber industry in Yugoslavia. 1958. Columbia. 

J. D. Avary, B.A. Texas 1944; M.A. 1948. An economic analysis of the Central Valley 
Project of California. 1957. California (Los Angeles). 

Max R. Broom, B.S. City (New York) 1939. Factors affecting the marketing of redevelop- 
ment sites. 1957. American. 

Georce Brass, B.S. Idaho 1950; M.S. 1954. The relation of prices and other factors to 
changes in corn production. 1956. Illinois. 

James R. Braptey, M.S. Texas A and M 1954. The impact on industrial development on 
the agricultural pattern of a selected Texas area. 1957. Texas A and M. 

MicHAEL J. BRENNAN, S.B.C. DePaul 1952; M.A. Chicago 1954. The role of government 
in butter storage operations. Chicago. 

Cyrit A. Bricut, B.S. Nebraska 1933. The retail marketing of commercial feeds in Wis- 
consin, 1957, Wisconsin. 

Davin W. Brown, B.S. Connecticut 1953; M.S. Cornell 1954. Estimation of production 
functions for Eastern Iowa, with comparisons between owned and rented farms. 1956. 
Iowa (Ames). 

Rosert K. Brown, BS. Pittsburgh 1952; M.A. 1954. The legislative background of public 
housing and its financial import on the City of Pittsburgh. 1957. Pittsburgh. 
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Ruvotpw A, CHRISTIANSEN, B.S. Wisconsin State 1933; M.S. Wisconsin 1954. Role of 
agricultural credit in farm development. 1956. Wisconsin. 

Micuete ve Benepictis, B.S. Naples (Portici, Italy) 1950; M.S. Iowa (Ames) 1955. 
Determination of economic rent of agricultural land. 1957. Jowa (Ames). 

Crarence D. Epmonp, B.S. Oklahoma A and M 1946; M.S. 1955. Factors affecting the 
establishment of young farmers in farming. 1957. lowa (Ames). 

KENNETH R. FarRgELL, B.S. Ontario Agric. 1950; M.S. Iowa (Ames) 1955. Economic factors 
affecting the capacity, type and location of grain storage facilities in the North Central 
United States. 1956. lowa (Ames). 

Rospert M. Fiser, B.A. Michigan 1945; M.B.A. Columbia 1948. Economic aspects of 
Federal public housing in the United States. 1958. Columbia. 

Marquis L. Fowter, B.S.A. Arkansas 1951, Impact of cotton price policy on exports. 1957. 
California, 

H. Zv1 Griticues, B.S. California 1953; M.S. 1954; M.A. Chicago 1955. Hybrid corn: a 
study in economics of technological change. 1957. Chicago. 

Sapun Hammaopt, B.A. American (Beirut) 1951, The taxation of agriculture in Iraq. 1958. 
Wisconsin. 

Howarp L. Hit, B.S. South Dakota State 1951; M.S. Wisconsin 1955. Some modifications 
on leasing arrangements to facilitate capital accumulation in agriculture. 1957. Wisconsin. 

MowamMmMepn K. Hrinpy, B.S. Cairo 1942; M.S. Wisconsin 1954. An analysis of the applica- 
tion of the American statistical techniques to the present agricultural data system in 
Egypt. 1957. Wisconsin. 

Donatp J. Hunter, B.S. Illinois 1952; M.S. Iowa (Ames) 1954. Optimum combinations 
of enterprises for Western Iowa farms. 1956. lowa (Ames). 

S. M. Husatrn, B.S. Agricultural College (Kanpur, India) 1933; M.S. Iowa (Ames) 1949. 
Optimal plans for Western Iowa farms. 1956. lowa (Ames). 

Yair KapisHay, B.S. California 1952. A study of economics of adjustments of cotton farms 
in Western San Joaquin Valley, California. 1957. California. 

SuHoer Kawaxatsvu, B.A. Kyoto 1951. A comparative study of the development of family 
farms—Japan and the U.S.A. 1958. Wisconsin. 

James P. LatHam, B.S. Pennsylvania 1949; M.S. 1950; M.A. 1951. The distribution of 
cropland areas in Pennsylvania. 1957. Pennsylvania. 

Donatp Lioyp-Jones, B.A. Swarthmore 1952; M.B.A. Columbia 1954. A regional study 
of the economy of the Middle Cauca River Valley of Colombia, 1958. Columbia. 

Harorp C. Love, B.S. Kansas State 1933; M.S. 1952. An appraisal of linear programming 
as a technique for extension farm management education. 1956. lowa (Ames). 

Howarp D. Lowe, B.S. Brigham Young 1945; M.S. 1948. The problems of the central 
business district of Madison, Wisconsin. 1956. Indiana. 

Wirpur R. Maxi, M.A. Michigan 1949; M.S. Iowa (Ames) 1954. Financial organization 
in farmers cooperatives. 1956. lowa (Ames). 

Joun W. Mamer, B.A. San Diego State 1946; Gen. Sec. Cred.—Ed. and Econ. California 
1950. Technological elimination of hand labor in agriculture—a case study sugar beets. 
1956. California. 

Ropert O. McMauon, B.S. Idaho 1951. An analysis of supply response in the production 
of Douglas fir timber. 1957. California. 

Lemmon C. McMittan, B.A. Prairie View A and M. 1939; M.A. 1951. Unemployment 
among negro farmers of east Texas. 1959. Texas. 

Water G. Muter, BS, California 1951; M.S. 1953. Relative efficiencies of alternative 
tenure arrangements. 1956. Jowa (Ames). 

Davin N. Mitstern, Ph.B. Chicago 1947; M.A. 1950. External economies in irrigation 
development projects. 1957. Stanford. 

Lee Moran, B.S. Wisconsin 1954. Opportunities for resource development in rural Wis- 
consin. 1958, Wisconsin. 
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Ricuarp F. Mutu, Washington (St. Louis) 1949; M.A. 1950. Investment in residential 
construction. 1956. Chicago. 

HERMAN OvercaarD, B.A. Manitoba 1944; M.S. Columbia 1950. A basic resource in south- 
western Ontario. 1958. Columbia. 

Grorce A. Pavetis, B.S. Montana State 1950; M.S. 1954. Economics of small watershed 
development. 1957. Jowa (Ames). 

J. Purcext, B.S. Virginia Poly. 1948; M.S. 1951. The effect of price, price relationships, and 
income on fluid milk consumption in the South. 1956. lowa (Ames). 

Joun Scumopt, B.S. Wisconsin 1951; M.S. 1952, Farm organization as affected by forage 
acreage. 1956. Minnesota. 

Jonn A. Scunitrxer, B.S. Kansas State 1950; M.S. 1954. Input-output analysis of inter- 
regional agricultural relationships and of interdependence between agricultural and non- 
agricultural sectors. 1956. Iowa (Ames), 

J. T. Scott, B.S. Louisiana Poly. 1949; M.B.A. Arkansas 1952. Efficiency of organization 
in the mixed feeds industry. 1956. lJowa (Ames). 

WarrEN R, Seyrriep, B.E. Vanderbilt 1943; M.B.A. Indiana 1954. Economic base analysis 
of Bloomington, Indiana. 1956, Indiana. 

Dattas M. SHurrett, B.S. Kentucky 1949; M.S. 1951. The demand and price structure 
for selected vegetables. 1956. Kentucky. 

Rosert E. Smitu, B.A, Southern California 1943; M.A. California (Los Angeles). An 
economic study of the California grape growing industry. 1956. California (Los Angeles). 

Epwin G. Srranp, B.S. Minnesota 1932, Income distribution, resource efficiency, and 
adjustment possibilities in low income farm regions. 1957. Jowa (Ames). 

Scott A. Warker, B.S. lowa (Ames) 1948; M.S. 1949. Impact of wheat and cotton quotas 
on the feed-livestock economy. 1957. lowa (Ames). 

Rosert B, Witiiamson, B.A. Texas 1947; M.A. George Washington 1951. Electrical retail 
rate increases and farm use of electricity. 1957. American. 


Labor Economics 


Degrees Conferred 


JosepH ALEXANDER, Ph.D. New York 1956. Developing labor relations in the New York 
garment industry. A study in industry-wide collective bargaining in the local area level. 

Me vin K. Bers, Ph.D. California 1956. Unionism and collective bargaining in the tele- 
phone industry. 

Rev. Wiruiam C. Biven, Ph.D. St. Louis 1956. A study in labor mobility, Louisville, 
Kentucky, 1946-1954. 

Donato J. Brake, Ph.D. California 1956. The trade unions and the Social Democratic 
Party: the early history of the Swedish labor movement, 1870-1914. 

WerNER M. BiumentTHaL, Ph.D. Princeton 1956. Labor-management relations in the 
German steel industry, 1947-1954. 

JoserH CarwELL, Ph.D. Columbia 1956. The international role of American labor. 

Lien CHao, Ph.D. Minnesota 1956. Distinctive patterns of industrial relations in Korea. 

Stoney T. CHERNIK, Ph.D. Mass. Inst. of Technology 1956. Studies in the structure of 
Canadian wages. 

Ben F. Curry, Ph.D. North Carolina 1956. Strikes and seizure laws in Virginia: the experi- 
ence of the Commonwealth of Virginia in dealing with actual and threatened strikes in 
essential industries, 1946 to 1952. 

Rosert W. Dvorsxy, Ph.D. Pittsburgh 1956. The development of health insurance and 
sickness benefit plans with special reference to the basic steel, automobile and electrical 
products industries. 

Marcaret H, Ey, Ph.D. Yale 1956. Wage determination in a small company. 
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Grant N. Farr, Ph.D. California 1955. A study of the origins of Section 7(a) of the Na- 
tional Industrial Recovery Act. 

Apvam GrrForp, Ph.D. Washington 1955. The impact of unionism an annual earnings: a 
case study involving locomotive engineers and firemen and telephone linemen and 
servicemen. 

Wiru1am Gotpner, Ph.D. California 1955. Factors influencing the wage levels of metro- 
politan labor markets. 

Witt1am G. Hosxinc, Ph.D. Cornell 1955. A study of area wage structure and wage 
determination in the building construction industry of Central New York State, 1942- 
1951. 

Puiir L. Howe1t, Ph.D. Pennsylvania 1956. The activities of the International Ladies’ 
Garment Workers Union in Oklahoma. 

StncAMMAL Iyenyar, Ph.D. Northwestern 1955. Workers’ education, a functional approach. 

Dett B. JoHANNESEN, Ph.D. North Carolina 1956. Development of labor law in North 
Carolina. 

Joun W. Lowe, Ph.D. Florida 1956. Union responsibility in a full employment economy. 

Joun F. Lusin, Ph.D. Pennsylvania 1956. Clerical and office unionism in the United States. 

Tuomas A. Manoney, Ph.D. Minnesota 1956. An analysis of wage differentials. 

Kart O. Mann, Ph.D. Cornell 1955. Minimum wages in the Puerto Rican economy. 

Erwin S. Mayer, Ph.D. Washington 1956. Union attitudes toward the Taft-Hartley Act, 
1947-1954. 

Reep C, Ricwarpson, Ph.D. Cornell 1955. The Brotherhood of Locomotive Engineers, 
1863-1955; a study of the origin and evolution of railway working rules. 

Danret D. Roman, Ph.D. Southern California 1956. The relationship between industrial 
and legal jurisprudence. 

Grorce Sertzer, Ph.D. Chicago 1956, Pattern bargaining and the United Steel Workers. 

Benson Sorrer, Ph.D. Princeton 1956. The effects of cost-of-living wage escalators on 
general wage level escalators on general wage Ievel movements: January 1950 to July 
1953. 


Crartes Sortis, Ph.D. Pittsburgh 1955. Economic implications of the guaranteed annual 
wage for the basic iron and steel industry. 

Harotp J. SterreN, Ph.D. Cornell 1955. A study of common elements in entry jobs. 

Jack Stieser, Ph.D. Harvard 1956. The development, impact, and administration of the 
steel industry wage rate inequity program. 

SamueE G. Truitt, Ph.D. Cornell 1956. Factors bearing on the development and utilization 
of engineering and scientific personnel in industry. 

Cuartes W. Untincer, Ph.D. Fordham 1956. The wages of American seamen, 1939-1952. 

Stantey Younc, Ph.D. Pennsylvania 1956. Grievance arbitration in the anthracite 
industry. 


Morton Zeman, Ph.D. Chicago 1955. A quantitative analysis of white-nonwhite income 
differentials in the United States. 


Theses in Preparation 


Watrace AtuertTon, B.A. California 1949. Unionism among professional employees: the 
case of engineers. 1958. California. 

Frep Bareta, M.A. Mexico 1936. The role of the Puerto Rico Labor Relations Board in 
the transformation of an economy. 1956. North Carolina. 

Satvatore J. Berta, B.S. and M.S. Boston. Labor relations in the woolen textile industry 


of Lawrence, Massachusetts, with emphasis on the operations of the American Woolen 
Company. 1957. Cornell, 
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Invinc Beier, B.E. Chicago Teachers 1943; M.A. DePaul 1947. Organized labor and 
public power. 1958. Wisconsin. 

Date G. Brickner, B.A. Antioch 1951; M.A. California (Los Angeles) 1953. Labor- 
monopoly and the anti-trust laws: an analysis of the past and present status of organized 
labor under the anti-trust laws. 1957. Cornell. 

Irvine Brotstaw, B.A. Buffalo 1951; M.S. Wisconsin 1952. The unification of the CIO 
and the AFL in the State of Wisconsin. 1957. Wisconsin. 

Bernarp BupisH, B.S. Columbia 1948; M.A. 1949. Office labor unionism in the United 
States, origin, present status, and future. New York. 

Sister Mary Jorpan Dann, OS.F., A.B. Briar Cliff 1952. Types of arbitration tribunals: 
an investigation of their comparative roles in the settlement of disputes at the plant-local 
level. 1957. St. Louis. 

Girsert Dementis, B.S. Purdue 1949; M.A. Chicago 1953. Influence of Mexican immigra- 
tion on resource allocation and factor price changes in the Lower Rio Grande Valley of 
Texas. Chicago. 

Demetrios N. Dertovzos, B.Litt. Rutgers 1948; M.A. Wisconsin 1949, The Greek trade 
union movement, 1944-1952. 1958. Rutgers. 

Ricuarp M. Duke, B.A. Wooster (Ohio) 1953; M.A. Yale 1954. Wage differentials in the 
railroad industry. 1957. Yale. 

Bernarp Fever, B.A. New York 1948; M.A. 1950. The collective bargaining and the 
legislative policies of the United Mine Workers of America, 1933-1947. New York. 

Tuomas W. Gavett, B.A. Wisconsin 1953; M.A. 1954. History of labor in Milwaukee. 
1957. Wisconsin. 

Roy Gerarp, B.A. Brooklyn 1940; M.A, American 1949, The Syracuse region based on 
employment and unemployment criteria. New School for Social Research. 

Sipney Gotpstein, B.A. Brooklyn 1939; M.A. American 1954, LL.B. Georgetown 1950. 
Labor turnover in the U.S.—an economic appraisal of aggregate labor mobility. 1957. 
American. 

Fawz1 Hasis, Licence en Droit, Fouad 1st University (Cairo) 1944; M.S. North Carolina 
State 1954. Labor movement and industrialization of Egypt and some of the Arab 
states: problems and implications. 1957. Duke. 

G. Victor Hatitman, B.S. Pennsylvania 1952; M.A. 1954. Negotiated health and welfare 
plans. 1957. Pennsylvania. 

Dare L. Hrestanp, B.S.B.A. Washington (St. Louis) 1948; M.A. 1949, Skilled manpower 
planning and problems in large corporations under changing conditions. 1957. Columbia. 

Ete B. Jones, B.A. Vassar 1952; M.A. Chicago 1954. The married woman’s entry into 
the labor force: an analysis in the framework of economics. 1957, Chicago. 

Eowarp KaracHex, B.S. Washington (St. Louis) 1951; M.A. 1951. Employment problems 
in underdeveloped countries. 1957. Mass. Inst. of Technology. 

Putuir Kotrer, M.A. Chicago 1953. Problems of industrial wage policy in India. 1956. 
Mass. Inst. of Technology. 

SrepHEN Kwastxpul, B.A. Johnson C. Smith University 1951; M.A. New York 1953. 
Labour and the labouring classes in the Gold Coast. A study of the problems of labour 
and labouring classes arising since the end of the Second World War. New York. 

James R. Morris, B.A. Oberlin 1945; M.B.A. Chicago 1947, Job rotation—a case study. 
1957, Chicago. 

Ernest J. Mossack, B.S. River Falls State (Wisconsin) 1952; M.S. Iowa (Ames) 1955. 
Static demand and supply function for labor in the United States. 1957. Iowa (Ames). 

Raymonp Munts, M.A. Chicago 1949. The development of union bargaining on group 
insurance and health benefits. 1957. Wisconsin. 


Katsumi MurakaMI, B.A. Hawaii 1949; M.S. Wisconsin 1951. Unionism among the sugar 
workers in Hawaii. 1958. Wisconsin. 
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of labor recruitment. 1959. Cornell. 
Tuomas H. Park, B.A. Vanderbilt 1950. Labor market information in low income rural 


areas of Tennessee. 1957. Vanderbilt. 
Ricwarp N. Rosett, B.A. Columbia 1953; M.A. Yale 1954. Working wives: an econometric 
analysis. 1957. Yale. 
BERNARD SCHURMAN, B.S.S. (New York) 1939; M.A. Columbia 1947. The history and 
operation of railway emergency boards: a case study of “fact-finding” under the Rail- 


way Labor Act of 1926. 1957. Columbia. 
GANESH SrnuHA, B.A. Rajendra College (India) 1944; M.A. Patna University (India) 1946. 
Economics of the labor welfare programs in the coal industry of the United States, 


Great Britain and India. 1956. Cornell. 


Ram S. Tarneya, B.A. Delhi 1951; M.A. Delhi 1953; M.A. Virginia 1955. A study of the 


Jack W. Skeets, B.A. Wisconsin 1952. Ideology and icadership in the United Auto Workers 
Union—C.1.0. 1957. Wisconsin. 
non-engineering (human relations) aspects of Taylor’s scientific management in the 


light of contemporary Indian conditions. 1957. Cornell. 
Bernarp Upis, B.A. Pennsylvania State 1949; M.A. Pennsylvania 1951. The nature of the 
firm’s demand for labor. Princeton. 
STILLMAN P, Vincent, B.S. Kansas State Teachers 1946; M.B.A. Kansas 1947. The growth 
and development of the labor union movement in Kansas. 1957. Kansas. 
RicuHarp J. Warp, M.A. Michigan 1948. An analysis of the role of the Association of 
Catholic Trade Unionists in the labor movement. 1957. Michigan. 
ARNOLD R. Weser, A.B. Illinois 1950; M.A. 1951. International Chemical Workers’ Union: 
a study in structural development. 1957. Mass. Inst. of Technology. 


Population; Welfare Programs; Standards of Living 
Degrees Conferred 
Mowamep K, Anovs, Ph.D. Southern California 1956. Population changes and economic 


welfare. 


Ropert W. Carney, Ph.D. Cornell 1956. A case analysis of suitable work disqualifications 
Rasut Fern, Ph.D. Johns Hopkins 1956. Factors influencing the location of North Carolina 


in unemployment insurance laws. 
general medical practitioners: a study in physician distribution. 


Howarp Laitrn, Ph.D. Harvard 1956, The economics of cancer. 

Evita M. Lentz, Ph.D. Cornell 1956. The American voluntary hospital as an example of 
institutional change. 

STEPHEN Low, Ph.D. Fletcher School Law and Diplomacy 1956, The effect of colonial 
rule on population distribution in the Philippines, 1898-1941. 

Zenon S. Mattnowsk1, Ph.D. Chicago 1956. Economic status of statisticians associated 


with the American Statistical Association in 1950. 
Ropert G. Menerece, Ph.D. Wisconsin 1955. State disability insurance, a study of two 


major issues. 
Grant MCN. Ossorn, Ph.D. Pennsylvania 1956. Compulsory disability insurance in the 


United States. 
Theses in Preparation 
Pau. T. Becutor, B.S. Miami 1952; M.A. 1953. The pattern and selectivity of migration 


in Tennessee, 1940-50. 1957. Vanderbilt. 


Sytvta Lane, B.A. California 1934; M.A. 1936. A study of agencies for testing, rating 
and certifying consumer goods in the U.S. 1957. South Carolina. 
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Gutpert Marnoerer, B.S. Pittsburgh 1949; M.L. 1951. The historical development and 
evaluation of the Refugee Relief Act of 1953. 1957. Pittsburgh. 

Bernarp Oxun, B.A. Brooklyn 1953. Economic factors affecting interstate population shifts 
in the United States since 1870, 1957. Johns Hopkins. 

Tuomas H. Patten, Jr., B.A. Brown 1953; M.S. Cornell 1955. An analysis of social legisla- 
tion, human relations, and labor force participation in the provision of domiciliary care 
for chronically disabled and aged veterans. 1957. Cornell. 

Auice M. Riviin, B.A. Bryn Mawr 1952; M.A. Radcliffe 1955. A study of savings for 
retirement, 1957. Harvard. 

Nep Surirnc, B.S. Purdue 1949; M.A. Columbia 1955. The influence of net household 
formation upon consumption patterns. 1957. Columbia. 


VACANCIES AND APPLICATIONS 


The Association is glad to render service to applicants who wish to make known 
their availability for positions in the field of economics and to administrative officers 
of colleges and universities and to others who are seeking to fill vacancies. 

The officers of the Association take no responsibility for making a selection among 
the applicants or following up the results. The Secretary's Office will merely afford 
a central point for clearing inquiries; and the Review will publish in this section brief 
description of vacancies announced and of applications submitted (with necessary 
editorial changes). Since the Association has no other way of knowing whether or 
not this section is performing a real service, the Secretary would appreciate receiving 
notification of appointments made as a result of these announcements. It is optional 
with those submitting such announcements to publish name and address or to use a 
key number. Deadlines for the four issues of the Review are February 1, May 1, 
August 1, and November 1. 

Communications should be addressed to: The Secretary, American Economic Asso- 
ciation, Northwestern University, Evanston, Illinois. 


Vacancies 


Statistics and economics: Three statisticians with economics background for Logistics 
Research Division, NSRDF—opevations research type work; salary to $7,570, de- 
pending upon Civil Service evaluation. Apply to: U. S. Naval Supply Research and 
Development Facility, Logistics Research Division, NSD, Bayonne, New Jersey. 


Economics: Instructor or assistant professor in economics. Co-educational Catholic 
college desires M.A. in economics. Salary $4,500 to $5,500 per year. Successful 
applicant will teach only economics courses. Opportunity to work for Ph.D. locally. 
New campus. Opportunity to become chairman of the department when quali- 
fied. Address inquiries to: Frank L. Luken, Vice-President, Villa Madonna College, 
Covington, Kentucky. 


Economists Available for Positions 


Economic principles, labor, economic thought, economic history, economic systems, 
public finance, marketing, money and banking: Man, A.M., Northwestern Uni- 
versity. Ph.D., Yale University. Nineteen years of economics teaching experience; 
government experience as price economist. Broad social science background. Project 


in American economic field completed. E536 
Economics: Man, middle-aged, married; M.A., New York University; J.D., Europe. 
Veteran; knowledge of languages. Looks for adequate opportunity. E585 


Economics, statistics, accounting, marketing, corporation finance, investments, eco- 
nomic history, money and banking: Man, married; requirements for Ph.D. completed 
and dissertation in progress. Ten years of teaching experience at the university level. 
Interested in teaching position. Partial to Southwest or East. E591 


Corporation economics, marketing and public relations: Man, 45, married; B.S., M.S., 
Ph.D., fellowships, scholarship and summa cum laude, honor societies. Now econo- 
mist for national company; experience also includes full professorship, research 
director, marketing and advertising head, naval officer. Desires teaching and research 
position in university. Available in fall, 1956. E594 


Sorting finance, investments, economic principles: Man, 32; M.A., B.S. Over 7 
years diversified banking experience; some teaching experience. Seeks position 
with financial institution as an analyst or teaching position. E609 


Economic principles, economic systems, corporation finance, money and banking, 
public finance, insurance, business law: Man, 38; B.S. in Com., Ohio State Uni- 
versity; M.A. in Econ., University of Cincinnati; Ph.D. dissertation in progress, 
University of Cincinnati. Three years of teaching, 1 as department chairman, at 
Midwest college; active worker with students; 10 years of business experience in 
banking and insurance. Anticipating writing articles for learned journals after 
degree is conferred. Desires a permanent teaching position with a future in a 
small to medium-sized school. Willing to relocate in East, Mid-Atlantic, or Hn 
west. 610 
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Economic, business, and insurance history: Man, 37; Ph.D., New York University. 
Fifteen years of governmental experience, including those of an advisory and ad- 
ministrative nature; 1 year of teaching experience; has considerable counseling 
experience. Desires research, writing, or teaching position. Interested especially in 
college or university teaching position. Of special usefulness to life insurance 
companies as research assistant or historian. E616 


Labor economics, labor relations: Man, 33, married; Ph.D., Columbia University. 
Four years of teaching experience in large Southern university. Desires teaching 
position where research is also valued. Recent labor publications.~ E618 


Economics: Man, 65; M.A. (history), Columbia, and most requirements for 
Ph.D.; several summer schools at other large universities; much personal in- 
dependent study of general economics. Eight years of teaching economics on college 
senior level. Excellent background and practical experience in railroad transporta- 
tion. Historical publication out in January; liberal, progressive, stress critical and 
objective approach, factors of social change. Desires position in 

of U.S., permanent part- or full-time, for fall, 1956. E619 


International economic relations, comparative economic systems, marketing, urban 
economics, history of economic thought, public finance, money and banking, economic 
history of Europe: Man, married; Ph.D., research fellowships. Seven years of uni- 
versity and college teaching; 4 years of research in federal government; experience 
as consultant; multilinguist; extensive foreign travel. Desires teaching or research 
position. E628 


Management: Man, 44, married; Ph.D., M.B.A. (1956). Nineteen years in industry 
as chief executive of medium-sized manufacturing concern; some teaching experi- 
ence. Desires position to teach in the general area of management; can also teach 
other basic concept courses if necessary. E629 


Business cycles, money and banking, statistics, mathematical economics: Man, 36; 
Ph.D. in economics. Trained at g European and American universities; author of 
a book. Desires teaching position. E631 


Industrial relations, personnel: Man, 37; M.A. in Economics; equivalent of Ph.D.; 
Ed.D. in Educational Administration. Twelve years of teaching in business, eco- 
nomics, and personnel; has developed programs for use in industry. Presently (for 
3 years) on staff of large Midwestern university and serving as industrial relations 
consultant to large Eastern firms. Desires fall of 1956 administrative or professorial 
appointment teaching industrial relations or establishing or operating industrial 
relations or management center in metropolitan area. E632 


Economic principles, comparative economic systems, personnel management, statistics, 
public finance, marketing, current economic problems, money and banking, corpora- 
tion finance: Man; M.A., LL.B., 86 hours on Ph.D. but thesis incomplete. Head of 
department (9 years) of Midwestern university. Wishes to move to where the 
climate will help his sinus condition. E635 


Labor relations, labor economics, history of economic thought, economic princt- 
ples, international trade: Man, 35, Ph.D. Eight years of teaching experience at two 
large universities; government positions. One book, numerous articles; another book 
in process. Desires teaching position. E639 


Economic theory, economic thought, public finance, money and banking: Man, M.A., 
Columbia University. Three years as credit manager. Desires position teaching credit 
or economic subjects. E640 


Business cycles, applied economic analysis, statistics, investments, industrial organ- 
ization, personal finance, money and banking, government and th2 American econ- 
omy, principles of economics: Man, Ph.D, dissertation to be defended, Columbia 
University, fall 1956. Five years of college teaching; several years of research and 
government experience. Desires economist or related position reporting to top man- 
agement of a national company. Will also consider teaching position in or near a 
large city. Available in January, 1957. E641 


Problems of labor, trade unionism, collective bargaining, mediation and arbitration, 
abor and government, social security, principles of economics: Man, 45, married; 
Ph.D., University of Illinois. About twenty years of college teaching; a couple of 
years of experience with federal government; some arbitration work; considerable 
experience with union labor education activity; writings include two books and a 
number of articles. Desires summer appointment, 1957, in a western school. E642 


Economic systems, public finance, fiscal policy, international trade and commercial 
policy: Man (Saarlander), 30; leaving University (Innsbruck, Austria), with doc- 
torate probably in December, 1956. Wants to pass a year in U.S.; work at a univer- 
sity or college preferred; economic position in a firm will naturally be acceptable, also. 
Speaks German, French, and English fluently. W. K. Friedrich, Landeskrankenhaus 
13 b, Homburg, Searland. 


Finance, investments, labor, economics, business administration, statistics: Man, 43; 
Ph.D. Extensive experience in responsible positions in all of above fields in gov- 
ernment, Wall Street, and in manufacturing firm; taught evening college courses; 
was head of investment department of Wall Street firm. Currently employed in 
responsible position in government but desires change. E643 
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It’s Fun to Phone 


Once upon a time there were two people 
who were sad and lonely and wishing they 
could hear a cheery word. And then a 
wonderful device that could send voices 
over wires brought them together, like a 
fairy wand, and they lived happily ever after. 


And the idea grew and grew and now there 


are millions of people every day — 
and of every age—who find happiness 
and good times through the 
telephone’s help in bringing 
lives and hearts together. 


Bell Telephone System 


DOLLY PHONE 


The cuddly rag doll in the little girl’s arms is Dolly Phone, 
designed by Bil Baird of the famous Baird Marionettes. 


INTRODUCTION TO ECONOMICS, Second Edition 


by THEODORE MORGAN, University of Wisconsin 


Completely up-dated and thoroughly reorgan- 
ized, the new Second Edition of this popular 
text provides your students with a sound intro- 
duction to economics—an introduction con- 
cerned with the dynamics of life rather than 
an isolated special discipline. 


Increased emphasis on economic growth and 
the problems of underdeveloped areas plus 
greater simplicity of presentation are two fea- 
tures of this thorough revision. 


799 pages raf Published April 1956 


THE DEVELOPMENT OF ECONOMIC THOUGHT 


by PHILIP C. NEWMAN, Rutgers University 


© Clearly records the major economic theories 
and their proponents from pre-mercantilism 
to the present day. 


© Biographical and historical material is pre- 
sented for a fuller understanding of theories 
and theorists. 2 


BUSINESS CYCLES: Their Nature, 


by JAMES ARTHUR ESTLEY, Purdue University 


The purpose of this text is to supply a brief, 
yet reasonably comprehensive introduction to 
the subject of business cycles. Changes in this 
new edition: 1, Complete up-dating together 
with thorough general reworking. 2, New chap- 
ter om Forecasting Business Cycles (Ch. 19). 


@ Emphasis is placed on the most recent inno- 
vations in economic theory, with fuller-than- 
usual treatment given to such economists as 
Chamberlin, Robinson, Stackelberg, Hicks, 
and Keynes. 


456 pages o” x9” 


Cause and Control, 3rd Edition 


3. New chapter on the multiplier-accelerator 
relationship (Ch. 17). 4. Expanded material on 
recent cyclical history (Ch. 7). 5. Expanded 
material on “built-in stabilizers” (Ch. 23). 


512 pages rs Published March 1956 


COMPARATIVE ECONOMIC ORGANIZATION 


by ARTHUR ROBERT BURNS, Columbia University 


Bringing a new approach to the subject, this 
text explains the differences in economic de- 
velopment in terms of the various aspects of 
scarcity that face all societies, In his analysis 
of the diverse ways in which countries deal 
with their economic problems, the author con- 


siders not only nations’ general economic and 
political organization, but also their access to 
resources, methods of organizing production, 
and policies concerning the distribution of in- 


come. 
766 pages 


Published 1955 


ENGLEWOOD CLIFFS 
NEW JERSEY 
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New and. Recent Irwin Forts 
PRINCIPLES OF ECONOMICS 


By W. NELSON PEACH, University of Oklahoma 

This elementary economics text is written in a clear, interesting, and under- 
standable style and it combines thorough analytical treatment with ample 
descriptive and institutional material. It covers the full range of topics treated 
in the beginning course, yet it is compact and easily adaptable to courses 
of varying lengths. 

Copyright 1955 720 pages 


ECONOMICS OF MONEY AND 
BANKING 


By GEORGE N. HALM, Fletcher School of Law and Diplomacy, Tufts 
University 

This new basic text for courses in money and banking emphasizes the eco- 
nomic aspects of the subject, treating fully such broad economic areas as 
price changes, income, production, and employment. The book consists 
of four main parts: monetary theory, monetary policy, the problems of in- 
vestment and employment, and international payments. 

Copyright 1956 592 pages 


THE ACCUMULATION OF CAPITAL 


By JOAN ROBINSON 

Widely known and read by economists all over the world, Joan Robinson 
has turned in her latest book to the long-run problems to which the center of 
interest in economics has been shifting ever since Keynes published his 
General Theory. The new book provides a coherent and systematic treat- 
ment of long-run development. 

Copyright 1956 456 pages 


PERSONAL FINANCE 


Principles and Case Problems 

By ARTHUR W. HANSON, Harvard Graduate School of Business Ad- 
ministration and JEROME B. COHEN, City College of New York 

This popular and widely used text has now been adopted by more than 

175 colleges and universities, evidence of its leadership in the field. In 

addition, it has been selected for C.L.U. and C.P.C.U. study and has been 

adopted by the American Savings and Loan Institute. A complete Teacher's 

Manual,is available to adopters. 

Copyright 1954 692 pages 


PUBLISHERS FOR THE AMERICAN ECONOMIC ASSOCIATION 


RICHARD D. IRWIN, INC. . HOMEWOOD, ILLINOIS 
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RONALD Books... 


Economic History of the United States 


Howagp R. Smitn, University of Georgia 


Following a chronological, narrative approach, this popular texthook 
highlights the most significant aspects of our developing economy in 
each period. After the Constitution’s adoption, each chapter takes up a 
short period in the sequence of administrations, skillfully interweaving 
the strands of economic history. “The best U. S. economic history text.” 
—Douglas F. Dowd, Cornell University. 169 ills., tables; 763 pp. 


Economic History of Great Britain 


W. Sranrorp Rei, McGill University 


A survey of the economic history of the British Isles from its beginning 
to the present, emphasizing the period since 17'5. Book relates economic 
developments to views expressed in political, philosophical, and religious 
thought. Shows students historical causes of Britain’s economic diffi- 
culties. “Concrete and clear . . . challenges discussion.”—General Eco- 
nomic History. 8 maps; 557 pp. 


Cases and Problems in 
Personnel and Industrial Relations 


Evcan G, Witttams and Joun F. Mee—both Indiana University 


This book of forty-four realistic case studies supplements any standard 
textbook in personnel management. Adaptable to oral or written work, 
cases offer students practice in solving problems based on actual situa- 
tions. Seven summary problems. “An excellent collection.”—Arthur S. 
Hann, University of Michigan. Illus.; 204 pp. 


Casualty Insurance—3rd Edition 


A. Wharton School of Finance 
and Commerce, University of Pennsylvania 


Ready September 14. Completely revised to incorporate all latest data, 
Third Edition of this authoritative textbook fully treats every important 
phase of casualty insurance. Widely used in university courses for nearly 
30 years, it presents a clear, analytical discussion of hazards and policies, 
insurers and rates. 


By developing and documenting background facts and providing 
impartial evaluations, book gives full scope to the subject. Describes 
actual practice, thoroughly discusses fundamental principles, and ob- 
jectively treats the pros and cons of many casualty insurance problems. 
Explains rate making, insurance carriers, policy clauses, the intricacies 
of health insurance, and the contribution private casualty insurance is 
making to the broad area of social security. 28 tables; 640 pp. 
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You will soon 
see the new Kuhn 


LABOR: Institutions & Economics 


May we urge you to look particularly at the 


@ the new organization of material, bringing into sharp, clear focus the major 
problems and purposes of organized labor and the significance of current de- 


velopments 


© the up-to-date information, with analyses of its significance, on all such matters 
as the recent Guaranteed Annual Wage agreements, automation, the AFL-CIO 


merger, etc. 
© The new analyses of rational wage determination and the clear, realistic treat- 
ment of labor economics as a whole 


Copies of this highly interesting and effective text are being distrib- 
uted this month. If you have not already requested an examination 


copy, send for one now. 


Just published 
Kent: MONEY AND BANKING 3rd Ed. 


Much new material both on monetary theory and on banking operations brings 
up to date this well balanced text, long noted for its clarity. A revised Teacher's 
Manual is also available. 


Poole: PUBLIC FINANCE AND ECONOMIC 
WELFARE 


This thoroughly modern text makes clear the relation between fiscal policy and 
economic growth and provides up-to-date material on the practical problems of 
public finance at all levels. 


Steiner: AN INTRODUCTION TO THE 
ANALYSIS OF TIME SERIES 


The Preliminary Edition of an important study for students of economic statistics, 
emphasizing the logic of the analytic techniques. 


RINEHART 


& COMPANY, INCORPORATED 
232 Madison Ave. New York 16, N.Y. 
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MANAGEMENT 


PRINCIPLES, PRACTICES, AND PROBLEMS 


Henry G. Hodges 


A broad coverage of nearly all the 
topics of the traditional business and 
industrial management textbooks as 


a well as an understanding of the major 

co memorable problems confronting the young 

presentations manager make this text outstanding. 

a Its concrete case problems develop 
judgment and understanding in the 
student. 


RECENT CASES 
IN BUSINESS LAW 


Claude W. Stimson 
Joseph Lazar of theory 


In more than one hundred recent and practice 


cases, established principles of law 
are here applied to actual business 
situations. Since most court proceed- 
ings involve more than one field of 
law, the cases have been chosen to 
show how different areas of business 
law may impinge on each other. 


HOUGHTON 
MIFFLIN 
COMPANY 
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ELEMENTARY STATISTICAL METHODS AS APPLIED 
TO ECONOMIC AND BUSINESS DATA: Revised Edition 


by WILLIAM A. NEISWANGER, University of Illinois 


New features of this thorough, up-to-date revision: three chap- 
ters are now devoted to sampling and statistical inference; the 
subject of non-sampling errors receives increased emphasis by means 
of a new section on the accuracy of observations on economic and 
business behavior and an extended treatment of data-collecting prob- 
lems; logarithmic functions are considered, and the idea of “net 
regression” is introduced for concept. Published in September 


EFFECTIVE ADVERTISING COPY 
by MERRILL DeVOE, Marketing and Advertising Consultant 


This practical text covers the complete ad—both as a selling 
agent and as a piece of effective writing. The emphasis throughout 
is on the universality of copy principles and their application to all 
media. A professor states, “I have long wondered why an author 
did not take the rich findings of copy research and psychological 
applications and write a copy book from this angle. This is just what 
DeVoe has done . . . DeVoe’s scholarship is superb.” 

1956 717 pages $6.50 


APPRAISAL AND MANAGEMENT OF SECURITIES 
by DOUGLAS ANDERSON HAYES, University of Michigan 


This text emphasizes significance, alternatives, and critical inter- 
pretation rather than description. The author develops the ana- 
lytical techniques designed to appraise the long-term investment 
values of corporate securities and relates these securities to the specific 
requirements of individual investment portfolios. A professor states, 
“The material shows an insight, a freshness, and a comprehension 
that comes from real experience in investment analysis.” 

1956 383 pages $4.50 


The Macmillan 


60 FIFTH AVENUE, NEW YORK 11 
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NEW BOOKS ON ECONOMICS FROM Oxford 
Sterling-Dollar Diplomacy 


Anglo-American Collaboration in the Reconstruction 
of Multilateral Trade 


By RICHARD N. GARDNER, Attorney with the Law Firm of 
Condart Brothers, New York; Lecturer in Law, Columbia Law Schoo 

This history of the efforts of the United States and Britain to recon- 
struct a liberal international economic system after World War II de- 
scribes war-time planning on post-war financial and trade policy; nego- 
tiations leading to Bretton Woods, Anglo-American Loan Agreement, 
International Trade Organization, General Agreement on Tariffs and 
Trade; and the fate of these plans in post-war political and —s 
crises. 6.75 


A Revision of Demand Theory 


By J. R. HICKS, Drummond Professor of Political Economy, Oxford 
University, co-author with Hart and Ford of THE SOCIAL FRAME- 
WORK OF THE AMERICAN ECONOMY. The demand theory 
which Professor Hicks revises in this book is the conventional theory of 
utility and consumer’s choice that was treated in the first three chapters 
of his Value and Capital. The author has many new things to say on 
the subject as the result of seventeen years of further thinking and con- 
= with the work of Henderson, Lange, Mosak, Roy, Samuelson and 
others, $3.75 


Treasury Control 


The Co-ordination of Financial and Economic 
Policy in Great Britain 


By SAMUEL H. BEER, Projessor of Government, Harvard Univer- 
sity. This work investigates specific aspects of the Treasury’s work, ex- 
cluding matters such as Establishments, Home Finance, and Overseas 
Finance. The book’s four chapter headings are: Treasury Organization, 
The Co-ordination of Financial Policy, The Co-ordination of Economic 
Policy, and The Nature of the Treasury’s Power. $2.40 


The Sterling Area in the Postwar World 


Internal Mechanism and Cohesion 1946-1952 


By PHILIP W. BELL, Assistant Professor of Economics, Haverford 
College. In this first systematic survey of the sterling area, Professor 
Bell reviews relevant theory of international economic adjustments, 
describes postwar experience of member regions in meeting balance-of- 
payment disturbances, long-run trade, capital and financial ties, and 


estimates the strength of cohesion among the members, $10.10 
The Legal Aspects of Money 
Second Edition By F. A. MANN $8.00 


At all booksellers 
OXFORD UNIVERSITY PRESS, Inc., 114 Fifth Ave., New York 11, N.Y. 
Publishers of Fine Books for Nearly Five Centuries 
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Trends in Employment in the Service Industries 
By George J. Stigler 


The author presents and analyzes employment trends since 1870 in the service 
industries, in which he includes trade, finance, real estate, the professions, domestic 
and personnel service, government, and other related occupations. Professor Stig- 
ler combines scholarship of a high order with a graceful style in showing that these 
service industries have had a substantially unbroken growth relative to the total 
labor force in the United States. Published for the National Bureau of Economic 
Research, 180 pages. Charts. $3.75 


The Pattern of Financial Asset Ownership: 
Wisconsin Individuals, 1949 
By Thomas R. Atkinson 


Dr. Atkinson’s study of asset holdings in Wisconsin in 1949 represents a dis- 
tinct advance in general knowledge concerning the flow of individual savings into 
investment. He takes up such problems as the relation of investment preferences 
to income, occupation, and city size, and his treatment of the risk attached to 
the investments of different income groups is of particular importance in view 
of the concern as to whether taxes have made investors less willing to take risks. 
Published for the National Bureau of Economic Research. 

198 pages. Charts. $3.75 


Charles Beard and the Constitution 
A Critical Analysis of An Economic Interpretation of the Constitution 


By Robert E. Brown 


A careful analysis of Charles Beard’s controversial economic interpretation of 
the Constitution in which Mr. Brown criticizes Beard’s view that the United 
States Constitution was based on undemocratic principles drawn up by self 
interest economic groups. “Scholarly and devastating, and so convincing that no 
careful student . . . henceforth can fully accept the validity of Beard’s methods or 


conclusions.”—Richmond Times Dispatch. 208 pages. $3.50 
Order from your bookstore, or 


PRINCETON UNIVERSITY PRESS, Princeton, New Jersey 
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“It is clear that if students and scholars today, and increasingly the vast 
generations to come, are to have their own copies of the important works 
of the past, they will have to be dependent on a flow of reliable reprints.” 
T. W. HUTCHISON 
Economic Journal, March, 1956 


REPRINTS OF ECONOMIC CLASSICS 
1957 
PUBLISHING PROGRAM 
and 


SCHEDULE OF SPECIAL DISCOUNTS 


‘,. . an excellent series of REPRINTS OF ECONOMIC CLASSICS most enter- 
prisingly undertaken by Messrs. Kelley & Millman of New York... .” 
T. W. HuTcHison 
Economica, May, 1956 


“The publishers are to be congratulated on making it (THE SCOPE AND 
METHOD OF POLITICAL ECONOMY by JOHN N. KEYNES) once again 
available.” 

Economic Journal, March, 1956 


“Prof. Lundberg’s book . . . has been reprinted unchanged under the well-deserved 
heading REPRINTS OF ECONOMIC CLASSICS. . . .” 

J. TINBERGEN 

Econometrica, April, 1956 


“This entire series has been a real contribution to economic scholarship and the 
critical acumen and perceptive judgment of the editors of the series is fully sus- 
tained by their selection of this work (THE THEORY OF INTEREST by IRV- 
ING FISHER).” 

B. S. KEIRSTEAD 

Canadian Journal of Economics and Political Science 


Published by 


KELLEY & MILLMAN, INC. 
400 West 23rd Street, New York 11, New York 


(See next three pages for details) 
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REPRINTS OF ECONOMIC CLASSICS 


PUBLISHING PROGRAM FOR 1957 


For January Publication 


1. THE POSITION OF THE LABORER IN A SYSTEM OF NATIONALISM. 
A study in the labor theories of the later English Mercantilists. 
by Edgar S. Furniss Price $6.00 


For March Publication 


2. THE THEORY OF POLITICAL ECONOMY. 
by W. S. Jevons 
A reprint of the fourth edition. With a new foreword and added bibliog- 
raphy by H. S. Jevons. Price $8.50 


For June Publication 


3. LECTURES ON JUSTICE, POLICE, REVENUE AND ARMS. 
by Adam Smith 
Delivered in the University of Glasgow by Adam Smith, reported by a student 
in 1763, and edited with an introduction and notes by Edwin Cannan. 
Price $7.50 


For August Publication 


4, AN ESSAY ON THE DISTRIBUTION OF WEALTH, AND ON THE 
SOURCES OF TAXATION. 
by Richard Jones Price $8.50 


For October Publication 


5. THE THEORY OF WAGES. 
by Paul H. Douglas Price $8.50 


HOW THE SPECIAL DISCOUNT WORKS 


If you place an order for any 2 of this group of books, you will be entitled to a 
10% discount from the list prices. 


An order for any 3 will entitle you to a 20% discount from the list prices. 
An order for any 4 will entitle you to a 30% discount from the list prices. 
If you order all 5 books you will receive a 40% discount from the list prices. 


ORDERS WILL BE ACCEPTED NOW. Place your order for the reprints you 
want now. You will be billed for each book as it is shipped. 


Order from 


KELLEY & MILLMAN, INC. 
400 West 23rd Street, New York 11, New York 
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REPRINTS OF ECONOMIC CLASSICS 


REPRINTS PUBLISHED IN 1956 


q pe 1. MEMORIALS OF ALFRED MARSHALL 
jl ee. edited by A. C. Pigou Price $8.50 


2. NATURAL VALUE 


by Friedrich Weiser Price $7.50 
| 3. A STUDY ON THE PURE THEORY OF PRODUCTION 
by Sune Carlson Price $4.50 


4. THE PHYSIOLOGY OF INDUSTRY 
a by A. F. Mummery & John A. Hobson Price $5.00 


5. THE DISTRIBUTION OF WEALTH 
by John Bates Clark Price $8.50 


HOW THE SPECIAL DISCOUNT WORKS 


If you place an order for any 2 of this group of books, you will be entitled to a 
10% discount from the list prices. 


An order for any 3 will entitle you to a 20% discount from the list prices. 


An order for any 4 will entitle you to a 30% discount from the list prices. 
If you order all 5 books you will receive a 40% discount from the list prices. 


The books in this group will be sent immediately upon receipt of your order. 
If payment is made with order, please add 15 cents for the first book and 10 cents 
for each additional book for postage. 


Order from 


KELLEY & MILLMAN, INC, 
400 West 23rd Street, New York 11, New York 
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REPRINTS OF ECONOMIC CLASSICS 


REPRINTS PUBLISHED BEFORE 1956 


1. THE THEORY OF INTEREST 
by Irving Fisher Price $8.50 


2, THE SCOPE AND METHOD OF POLITICAL ECONOMY 
by John Neville Keynes Price $6.00 


3. STUDIES IN THE THEORY OF ECONOMIC EXPANSION 
by Erik Lundberg Price $4.50 


4. DEFINITIONS IN POLITICAL ECONOMY 
by T. R. Malthus Price $7.50 


. THE ALPHABET OF ECONOMIC SCIENCE 
by Philip H. Wicksteed Price $4.50 


HOW THE SPECIAL DISCOUNT WORKS 


IF YCU PLACE AN ORDER FOR ANY 2 OF THIS GROUP OF BOOKS, 
you will be entitled to a 10% discount from the list prices. 


An order for any 3 will entitle you to a 20% discount from the list prices. 
An order for any 4 will entitle you to a 30% discount from the list prices. 
If you order all 5 books you will receive a 40% discount from the list prices. 


The books in this group will be sent immediately upon receipt of your order. If 
payment is made with order, please add 15 cents for the first book and 10 cents 
for each additional book for postage. 


If you do not get our catalogues of BOOKS IN ECONOMICS regularly, 
write for our current one. Our catalogues list new, used and out of print 
books in all branches of economics, and represent the largest and most 
select stock of its kind in the world, 


Order from 


KELLEY & MILLMAN, INC. 
400 West 23rd Street, New York 11, New York 
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Money, Banking, and National Income 


by J. Whitney Hanks and Roland Stucki 
University of Utah 


“Here is a top-rate book logically outlined and written in a manner that 
puts meaning into our national monetary considerations.”—Frank Johnson, 
University of North Dakota 

“I have examined your new text, Money, Banking, and National Income, by 
Hanks and Stucki and find it to be a splendid contribution to the numerous 
textbooks available in its field.”—Aldon S. Lang, Baylor University 


6% x 9%. 501 pp. 30 figs. $6.00 text 


The Dynamics of the American Economy 


by Charles H. Hession, S. M. Miller, and 
Curwen Stoddart, Brooklyn College 


“This is a splendid book. I consider it the best textbook of its kind avail- 
able at the present time. It should make many converts to the ‘institutional’ 
school.”—T. J. Cauley, Indiana University 

“At last! An introductory economics text that integrates the social sciences 
and focuses these insights on economic issues. It leaves the world of economic 
make-believe to join the world in which people live, suffer, solve problems, 
and progress.”—Walter C. Wagner, University of Kansas City 

6% x 9%. 512 pp. $5.75 text 


Labor Economics and Problems at Mid-Century 


by Sidney C. Sufrin and Robert C. Sedgwick 
Syracuse University 


“Seems to be exactly what I need for my senior course in Labor Problems. 
I am adopting it for this coming autumn.”—George Hedley, Mills College 

“One of the better books in a field that is replete with textbooks. The 
authors emphasize social as well as economic backgrounds—an aspect that 
is missing in the usual, more orthodox approaches.”—Harry Seligson, Uni- 
versity of Denver 


6% x 9%. 385 pp. 18 figs. 20 cartoons. $5.75 text 


Examination copies on request 


ALFRED A. KNOPF, Publisher 
501 Madison Avenue College Department New York 22 
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Harvard Books on Economics and Industry 


THE ECONOMICS OF SOVIET STEEL 


By M. GARDNER CLARK. This is the first book in any Western language on the 
all-important Soviet iron and steel industry. Based almost entirely on critically 
assessed Soviet sources, it constitutes an invaluable compendium of information on 
the development, problems, and trends—the national and international implica- 
tions—of this basic industry. A Russian Research Center Study. Coming October 19. 

$7.50 


BARRIERS TO NEW COMPETITION 


Their Character and Consequences in Manufacturing 
Industries 

JOE S. BAIN presents the first systematic analysis of barriers to new competition. 
After developing the a priori theory of their character and consequences, he reports 
the empirical findings of a cross-sectional study, in 20 industries, of the “condition 
of entry” of new firms into—and the workability of competition in—those industries, 
and considers the implications of his findings for anti-trust policy. $5.50 


THE ECONOMICS OF EUROPEAN 
AIR TRANSPORT 


By STEPHEN WHEATCROFT, with a Foreword by Peter Masefield. Although 
Europe is the birth-place of air transport, the industry has prospered less well there 
than in many other parts of the world. This book gives the economic and political 
reasons why the European airlines have fallen behind, and suggests the conditions 
which are necessary for their more rapid progress. $6.00 


TRADE UNION GOVERNMENT AND 
ADMINISTRATION IN GREAT BRITAIN 


By B. C. ROBERTS. This admirably well written work presents the most com- 
prehensive and detailed study of the government and administration of British 
trade unions to appear since the Webbs’ Industrial Democracy was first published 
in 1897. $6.00 


Through your bookseller, or from 
HARVARD UNIVERSITY PRESS 
79 Garden Street, Cambridge 38, Massachusetts 


SS 
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GOVERNMENT BUDGETING 


By JESSE BURKHEAD, Syracuse University. This book offers a com- 
prehensive treatment of budgeting on the federal, state, and local govern- 
ment levels. It is a study in applied economics—and in the allocation of 
public resources. It looks at operations, and, more specifically, at organiza- 
tion and procedure, the routines which have been established for decision- 
making in government. The author examines the influences, aya 
and non-governmental, that come to bear on the decision-making process. 

The book provides, in four parts, a general view of: the political economy 
of budget-making; the classification of budgetary data; the phases of the 
budget cycle; and specific budgeting problems. The addition of case material 
increases the work's value not only to students of public finance and 
budgeting, but to practitioners as well. 1956. 498 pages. $7.50. 


MOSCOW AND THE COMMUNIST PARTY OF INDIA 


By JOHN H. KAUTSKY, Washington University, St. Louis. A thor- 
oughly documented case study of how a Communist Party adjusts its 
strategy to the shifting demands of Soviet foreign policy. It contributes 
to an understanding of postwar Soviet foreign policy by explaining the new 
Communist strategy which emerged in Moscow between 1947 and 1949 
in response to the requirements of the Cold War. A Technology Press 
book, M.LT. 1956. 220 pages. $6.00. 


DYNAMIC FACTORS IN INDUSTRIAL PRODUCTIVITY 


By SEYMOUR MELMAN, Columbia University. Develops a factual 
basis for predictive statements about productivity levels. Among other fea- 
tures, it offers detailed explanations of the differences of productivity levels 
in countries having po access to production techniques; different rates 
of growth in industrial productivity in various countries; and differences 
in productivity levels among plants in many industries. 1956. 238 pages. 
$4.75. 


THE STRUCTURAL INTERDEPENDENCE OF THE ECONOMY 


Edited by TIBOR BARNA, with 20 contributors. Includes papers from 
an international input-output conference, edited and arranged to show the 
whole current of thought in this method of economic analysis. As well as 
covering structural interdependence from its theoretical and accounting 
aspects, the book describes the experience of several countries with input- 
output analysis and presents some special applications to other problems. 
1956. 429 pages. $7.50. 


Send for examination copies. 


JOHN WILEY & SONS, Inc. © © 440-4th Ave., New York 16, WY. 
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Ir you are employed by a college, university or private 
school you are eligible for low-cost life insurance in TIAA. 

Term, Family Income, Ordinary Life and a wide variety 
of other plans are available at substantial savings. To get full details 
send us the coupon below. You'll receive premium rates and an easy- 
to-read booklet that will help you select the plan most suitable for 
your family's needs. There is no obligation, of course. 

The Teachers Insurance and Annuity Association (TIAA) 
is a unique, nonprofit life insurance company established by Carnegie 
organizations in 1918 solely to serve the field of higher education. 
Assets now total more than $450,000,000. 


TIAA employs no agents—no one will call on you 
Teachers Insurance and Annuity Association q 
522 Fifth Avenue, New York 36, New York 


Please send me a Life Insurance Guide and the booklet, Plan 

Your Life Insurance. 

Name Date of Birth 

Address 

Ages of Dependents 
D Employing Institution 
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NOW IN ITS SECOND PRINTING 


The First Comprehensive Review of the Nature, 
Sources, and Effects of Productivity Adjustments 


FOUNDATIONS OF PRODUCTIVITY ANALYSIS 


Guides to Economic Theory and Managerial Control 
by BELA GOLD 
Professor of Industry and of Economic Research 
University of Pittsburgh 
xi + 303 pages, indexed. First Published December, 1955. $5.00 


a Integrates Technological, Accounting, and Economic Aspects 
a within the Framework of Managerial Decision-Making. 


UNIVERSITY OF PITTSBURGH PRESS 
PITTSBURGH 13, PENNSYLVANIA 


A new publication from the Survey Research Center 


CONSUMER EXPECTATIONS, 1953-56 


by GEORGE KATONA and EVA MUELLER 


This book deals with the latest developments in the study of psycho- 
logical factors in the business cycle. 


Data are presented on changes in the American people’s economic 
attitudes and expectations from 1953 to 1956. Cloth, $3.50 


Send your order to; LIBRARIAN 
SURVEY RESEARCH CENTER 
UNIVERSITY OF MICHIGAN 
ANN ARBOR, MICH. 
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COLUMBIA 


NATIONAL INCOME VISUALIZED 
ARTHUR O. DAHLBERG, director of the Visual 


Economics Laboratory of Columbia University, here 
pioneers a new method for visualizing economics—a graphic 
portrayal of how economic activity is measured. National 
income accounting, because it is statistical by nature and 
involves a broad coverage of both economic data and 
theory, is an ideal subject for an extended application of 
the new technique. With this systematic technique, an inte- 
grated picture of national income emerges, providing an 
accurate gauge for the whole of the national economy. 
$3.50 


HOW U.S. OUTPUT IS MEASURED 


ARTHUR O. DAHLBERG. A concise presentation of 
NATIONAL INCOME VISUALIZED, this is valuable as a work- 
ing reference or for classroom use. 5 for $5.00 


AN INTRODUCTION TO 
KEYNESIAN DYNAMICS 


KENNETH K. KURIHARA, assistant professor of 
Economics, Rutgers University, analyzes both the hy- 
potheses and the manipulative technique of dynamic aggre- 
gative economics that originated from J. M. Keynes’s Gen- 
eral Theory. Treating economic variables as functions of 
time and in an operationally significant way, he clarifies the 
nature and mechanism of economic change. A simple, com- 
pact, yet rigorous treatment of a subject closely hedged by 
mathematics, it provides a valuable introduction to modern 
economic theory. October About $5.00 


2960 Broadway 
—_— GL New York 27, New York 
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Blends Business Cycles with Forecasting Techniques 


BUSINESS 
FLUCTUATIONS and 
FORECASTING 


By Dr. Carl A. Dauten 


BUSINESS FLUCTUATIONS AND FORECASTING is a new type of book 
devoted to theory and practice. It gives the prospective businessman the in- 
formation that he needs about business fluctuations and the practical methods 
of forecasting them. 


The early chapters dealing with fluctuations build the background for the 
process of forecasting. This book has the most complete section of forecasting 
of any textbook in the field. 


The forecasting techniques are based upon a sound knowledge of business 
cycles, the casual factors that are at work, and an analysis of present situations. 


SOUTH-WESTERN PUBLISHING CO. 


(Specialists in Busi andE ic Education) 
Cincinnati New Rochelle, N.Y. Chicago 5 = San Francisco 2 


L’industria 
Review of Political Economy 
Editor: Ferdinando di Fenizio 


Summary of Issue n° 2/1956 


n® 2/1956 

B. de Finetti Experiment and Theory in Forming and Applying a Scientific Doctrine. 

G. Pompilj Affine Theory of Random Variables. 

A. Predetti A Recent Formalization of the Consumer’s Behavior, in Uncertainty’s 
Situations 

U. Sacchetti Use of Indifference Curves to Determine the Consumption Function. 

F. d. F. A necessary Economic Policy. 

L. Lenti Some Notes on the “‘Weight of Taxation.” 


Each number contains summaries in English of the original articles. 


Annual Subscription rate for Abroad: Lire 6.000. Anyone interested 


may send for a sample copy. 


Editorial and administrative offices: Via Farneti, 8—Milano, Italy 


Please mention Tue American Economic Review When Writing to Advertisers 


| 
ig 
4 
4 
4 


New— 
MONEY, INTEREST, AND PRICES 


AN INTEGRATION OF MONETARY AND VALUE THEORY 


By Don Patingin, The Eliezer Kaplan School of Economics and 
Social Sciences, The Hebrew University, Jerusalem 


Developing monetary theory by a general-equilibrium analysis of 
the commodity and bond markets—in preference to the more usual 
partial-equilibrium analysis of the money market alone—is the 
central concern of this book. 


Designed for the general student of monetary and employment 
theory. For the specialist, the book also contains a Mathematical 
Appendix and Supplementary Notes and Studies in the Literature. 


In Second Printing — 
A TEXTBOOK OF ECONOMETRICS 


A new and vital treatment of the measurement of economic re- 
lationships, using time series, sample survey, and other cross sec- 
tion data, All examples are worked out in detail . . . are augmented 
by on problems for students to perform and by suggested 
readings. 


Important. — 
| SOVIET ECONOMIC GROWTH 


CONDITIONS AND PERSPECTIVES 
Edited by Asram Bercson, Russian Institute, Columbia University 


“. ,. contributions to this volume constitute perhaps the most sub- 
stantial collection of materials pertaining to Soviet economic de- 
velopment which has so far been assembled by any group of ex- 
—= Western or Soviet. It — to be safe to conclude, there- 
ore, that no serious study on Soviet economy may bypass in silence 
the areas of agreement and disagreement, or the numerous and 
serious gaps in our picture of Soviet economic life, which have 
been revealed by this valuable volume.”—H. E. RONIMOIS, Wash- 
ington, D.C. in The Canadian Journal of Economics and Political 
Science. 


Row, Peterson E Company 


EVANSTON, ILLINOIS 
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THE EVOLUTION OF WAGE STRUCTURE 
By Lioyp G. Reynotps and Cyntuia H. TAFT 


The first general analysis of wages and wage practices in this country and in Europe 
during the past 20 years. The authors consider the factors determining wages and apply 
them to detailed case studies of four American industries: railroads, iron and steel, 
cotton textiles, and paper and pulp. Domestic practices are compared with wage deter- 
mination in Sweden, Great Britain, France and Canada. $5.00 


MAINSPRINGS OF THE GERMAN REVIVAL 
Henry C. WALLICH 


In the space of ten years, a defeated and prostrate country has produced one of the 
strongest and soundest economies in Europe. Professor Wallich analyzes the factors and 
controls operating to produce the recovery, and shows how they were helped by political 
and economic events outside Germany. $4.50 


at your bookseller 


YALE UNIVERSITY PRESS New Haven 7, Connecticut 


BACK NUMBERS WANTED 


The Association will pay fifty cents a copy for the following issues 
(sent prepaid and in good condition) of the American Economic 
Review: June, 1941; March, May, June, September, 1946; March, 
1947; March, May, June, 1948; March, June, 1949; March, 1950; 
March, June, 1956. 


Send to 
Dr. James Washington Bell, Secretary 
American Economic Review 
Northwestern University, Evanston, Illinois 
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MORTGAGE LENDING: Fundamentals and Practices 


By Wirtis R. Bryant, Vice President, American Trust Co., San Francisco. 384 pages, 
$6.75 


An integrated statement of basic fundamentals and general principles of mortgage lending. 
It gives information regarding procedures, provides an appraisal of the social significance 
of mortgage lending, and discusses the ways in which the activities of lenders have been 
enhanced and circumscribed by law. The study includes financing (in all its phases) of all 
types of building and improvement activities. Recent advances include latest Governmental 
activities in the control of mortgage lending; latest VA and FHA procedures; discount 
operations and loan warehousing operations; and the availability of mortgage credit and 
its effect on the market. 


PERSONNEL ADMINISTRATION New Third Edition 


By Paut Picors, and Cuartes A. Myers, Massachusetts Institute of Technology. 
626 pages, $6.00 


The new third edition of a highly successful text centering around the management aspects 
of personnel administration. Following the central theme of its predecessors, the book con- 
siders personnel administration as a staff function as well as a line responsibiliy. Part I 
covers the entire range of recognized personnel activities; Part II emphasizes the value of 
case study in management development. Representative case material illustrates the wide 
range of interrelated personnel problems. 


AFL-CiO: LABOR UNITED 
By ArtHur J.Gorpzerc. In Press 


This important new book gives an unusually clear and enlightening picture of the labor move- 
ment in the United States over the last 20 years, the steps which brought about the original 
AFL-CIO division, the attempts at reconciliation from 1938-1952. The influences that brought 
about the revival of unity talks and the famous No-Raiding agreement of 1953, the events 
leading to AFL-CIO organic unity, and a full and stimulating discussion of the significance 
of the merger and its implications for the future are graphically described. 


NATIONAL INCOME ACCOUNTS AND INCOME ANALYSIS 


By Ricuarp Rucctes, Yale University; and Nancy Ruccies. New Second Edition. 
458 pages, $6.50 


A simple and nontechnical, yet complete and rigorous, treatment of the national income con- 
cept based on the transactions which take place in the economy. A five sector system (pro- 
ducers, consumers, government, foreign trade, and the capital sector) is developed to present 
both a graphical and an accounting approach to the theory of income equilibrium and employ- 
ment. The national income accounting systems of the U.S. and the United Nations are pre- 
sented. The determinants of consumption and investment, and the impact of government and 
foreign trade on the economy, together with the mechanisms of the multiplier and the ac- 
celeration principle are all presented in the framework of national income accounting. 


POWER AND MORALITY IN BUSINESS SOCIETY 
By Benjamin SELEKMAN and Sytv1a Kopatp SELEKMAN. 208 pages, $4.00 


Here is a searching examination of the moral dilemma America faces in the exercise of the 
great power we wield as a nation as a result of the vigor and resourcefulness of our system 
of free enterprise, the power of our science, and our political power. The authors point out 
that in failing to exercise this great power with skill or wisdom our posture before the world 
has become one of belligerent aggressiveness or aimless generosity. They show the need for 
the art of compromise and negotiation in taming this power and using it effectively and skill- 
fully, thereby exercising it without fear or favor to the enrichment of our country and its 
heritage and its cause of peace and freedom throughout the world. 


SEND FOR COPIES ON APPROVAL 


McGRAW-HILL BOOK COMPANY, INC. 


330 WEST 42no STREET, NEW YORK 36, N.Y. 
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FUNDAMENTAL STATISTICS: 
For Business and Economics 


by JOHN NETER, University of Minnesota 
and WILLIAM WASSERMAN, Syracuse University 


With a modern approach to statistics, this new text emphasizes 
the application of statistical techniques (including the “prob- 
ability approach’) as tools for decision-making in business 


and economics. 


The text is non-mathematical and stresses the concepts under- 
lying statistical methods and their application through the use 
of actual case examples. In addition, realistic problems and 
questions at the end of each chapter enable the student to 
apply statistical techniques in practical situations. 


Teaching aids include: cases, problems and questions, foot- 
notes, bibliographies, end-of-chapter summaries, and ap- 
pendices with tables and calculational methods. An IN- 
STRUCTOR’S MANUAL will be available upon adoption. 


Published in March 1956, 638 pages, 6” x 9”, illustrated 


examination copies available, write to— 


ALLYN AND BACON 
COLLEGE DIVISION 


70 Fifth Avenue, N.Y. 11, N.Y. 
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THE JOURNAL OF FINANCE 


Published by THE AMERICAN FINANCE ASSOCIATION 
Volume XI, No, 3 (September, 1956) includes: 


Some Factors Affecting the Increased Relative Use of Currency Since 1939 ...... 
A Graphic Analysis of the Theory of the Determination of the Money Supply ... 
The Credit Expansion Equations of an Individual Bank ........... Robert E. Emmer 
The Large Credit Union .......... T, Croteau 
The Theoretical Value of a Stock Right: Comments ...........-.00-ee+see0% 


Membership dues, including $8.00 allocated to subscription to The Journal of Finance, 
are $5.00 annually. Libraries may subscribe to The Journal at $5.00 annually and 
single copies may be purchased for $1.25. Applications for membership in the Ameri- 
can Finance Association and subscriptions to The Journal of Finance should be 
addressed to the Secretary-Treasurer, George FE. Hassett, Jr., Graduate School of 
Business Administration, New York University, 90 Trinity Place, New York 6, N.Y. 


Communications relating to the contents of The Journal of Finance should be ad- 
dressed to the Editor, Harold G. Fraine, School of Commerce, University of Wisconsin, 
Madison 6, Wisconsin, or to the Associate Editor, Carl A. Dauten, School of Business 
and Public Administration, Washington University, St. Louis 5, Missouri. 


JOURNAL OF FARM ECONOMICS 
Published by THE AMERICAN FARM ECONOMIC ASSOCIATION 


Editor: Harotp G. Hatcrow 
University of Connecticut, Storrs, Connecticut 


VOLUME XXXVIII August 1956 Number 3 


Measurement of Substitution in Demand From Time Series Data—A Synthesis of 
Three Approaches ..Kenneth W. Meinken, Anthony S. Rojko, and Gordon A. oe | 
Functional Relationships for Irrigated Corn Response to Nitrogen ‘ at stg L. Frene 
Reflections on Agricultural Production, Output and —y «Theodore W. Schultz 
Isoquants, Isoclines and Economic Predictions in Dairy roduction 
cere Earl O. Heady, Norman L. Jacobsen, John Schnittker, and Solomon Bloom 
The Average and Marginal Product of Farm Labor in Underdeveloped Economies 
John W. Mellor and Robert D. Stevens 
Ten Years of Communist Planning in Polish Agriculture ....... ...-Michael Zawadski 
The Wholesale Commission Business in the Alabama Black Belt .......Glenn N. Sisk 
Size of Farm and Farming Efficiency in Northeastern 
Nonfarm Employment Information for Rural People ........ Pt 
Origins and Relation to Agriculture of Industrial latin in Kingsport, pic J 
Economics of Restoring the Productive Capacity of a Run-Down Dairy bs 


This Journal contains additional! articles, notes, book reviews, announcement of new 
bulletins in Agricultural Economics and is published in February, May, August, Novem- 
ber and December. Yearly subscription $7.00. 


Secretary-Treasurer: LOWELL S. HARDIN 
Department of Agricultural Economics 
Purdue University, Lafayette, Indiana 
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BULLETIN FOR INTERNATIONAL 
FISCAL DOCUMENTATION 


Bi-monthly periodical published by the International Bureau of Fiscal Documentation. 
HERENGRACHT 196—AMSTERDAM, Netherlands 


Vol. X No. 2 


The Incidence of U.K. Tax on foreign visitors ............-0e0eeeeee R. Moss 


L’imposition des étrangers et des revenus étrangers en Yougoslavie ......... 


Surveys of Tax Legislation, Case Law, Book Reviews, Documents. 


Surveys of Tax Legislation, Book Reviews, Documents. 


PRICE: $5.00 a year without supplements or equivalent in 
$7.25 a year with supplements other currencies 


THE ECONOMIC RECORD 


The Journal of the Economic Society of Australia and New Zealand 
Published Half-yearly in May and November 


May, 1956 

Articles 
The Australian Economy, March 1956 ......-cccccccccescesceses R. I. Downing 
Australia’s ‘Term Balance of Payments Problems 

Erik Lundberg, Malcola Hill 
Uniform Tenation with States Taxing Income ......... K. J. Binns, L. V. Bellie 
Towards a Theory of Industrial Concentration ............... Edith T. Penrose 
The Effect of Inflation on Company one and Financial Structures ........ 

The Ottawa sue W. R. Carney 
A Pilot Survey of Personal Savings ......... G. C. Harcourt, Duncan Ironmonger 


Current Agricultural Development and the Utilisation of Resources K. O. Campbell 


Notes 
Unemployment in New Zealand During the Great Depression ..... O. Westrate 


Full Cost Pricing in the Multi-Product Firm ...4. 0. Cook, N. F. Dufty, E. H. Jones 
PreSestivity and Size of Establishment in New Zealand Distributive xr 


Single Copies 12/6d. (Australian) Annual Subscription 25/- (Australian) 


Melbourne University Press, The University, 
Melbourne N.3, Victoria, Australia 
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THE CANADIAN JOURNAL OF 
ECONOMICS AND POLITICAL SCIENCE 
The Quarterly Journal of the Canadian Political Science Association 


Volume XXII, Number 3 August, 1956 
CONTENTS 
Property Resources end Factor Allocation ........: JAMES A. CRUTCHFIELD 
. Justin: A Case-Study in Rural French-Canadian Social Organization ......... 
Britain’s Pro-Federation Policy in the Caribbean ......JESSE HARRIS PROCTOR, JR. 
Local Government in Newfoundland ....2....:-cccsccccccccccccces J. C. CROSBIE 
Hungarian Immigrants in North America .............ceeesseceeeees JOHN KOSA 
NOTES AND MEMORANDA: 
National Wealth and Natural Wealth ............ecccesccseceeses ANTHONY SCOTT 
An Influence of Demand Upon Productivity .............++-- GEORGE W. WILSON 


George Finlayson Drummond, 1893-1955 
Annual Meeting of the Canadian Political Science Association 
Reviews of Books 


$6.00 per year. $1.50 per single issue. 
Subscriptions may be sent to 


UNIVERSITY OF TORONTO PRESS 
Toronto 5, Canada 


PUBLIC FINANCE/FINANCES PUBLIQUES 


International quarterly journal devoted to the study of 
fiscal policy and related problems. 


Director and Editor in Chief 
Dr. J. A. Monod de Froideville 
Emmalaan 2, Haarlem, Netherlands 
Vol. X 1955 No. 3-4 


THE INTEGRATION OF THE PUBLIC ACCOUNTS TO NATIONAL ACCOUNTING 
Proceedings of the international Congress of the International Institute for Public Finance, 
held in Paris from 19 to 21 September 1955. 


Vol. XI 1956 No. 1 

Helmuth Beckendorff, Cologne Zur Methodik und Praxis des Interna- 
tionalen Vergleichs der Steuerbelastungen 

Ernest F. Patterson, Alabama (U.S.A.) The Extent and Pattern of the Expenditures 


of the Argentine National Government 
D. I. Trotman-Dickenson, Edinburgh (U.K.) The British Taxes on Excess Profits 


Stylianos Poulopoulos, Paris Fiscal Legislation and Promotion of Private 
Investments in Greece 

Richard Goode, Washington, D.C. Direct versus Indirect Taxes: Welfare Im- 
plications 

David Walker, Manchester (U.K.) Taxation and Economics 

Book Review 


Contributions in French or German are followed by an English summary 
Subscription Price $7.50 a year, postage free 
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OXFORD ECONOMIC PAPERS 


VOLUME 8 JUNE 1956 NUMBER 2 


Editorial Board: T. WitsON (General Editor), A. BRIGGS, J. R. HICKS, C. M. 
KENNEDY, SIR DONALD MACDOUGALL, G. B. RICHARDSON (Secretary) 


Contents 
Demand and Supply Reconsidered .........-...++... By G. B. Richardson 
Argentina and the Baring Crisis of ERs By A. G. Ford 
A Note on Mr. Kaldor’s Trade Cycle Model ............... By J. Black 
Wages in Coal-mining since Nationalization ......... By K. J. W. Alexander 
The Genesis of the Multiplier Theory ................ By A. LL. Wright 


Economic Expansion and International Trade: A Geometric Approach 


Oxford Economic Papers is published in February, June and October. The 
prepaid subscription is 25s. post free, and the price of a single copy 12s. net. 
Orders may be placed with any bookseller or sent direct to the Publisher. 


OXFORD UNIVERSITY PRESS 
Amen House, Warwick Square, London, L. C. 4. 


POPULATION STUDIES 
A Journal of Demography 
Editor: D. V. GLASS and E. GREBENIK 


Volume X, No. 1 


July, 1956 


CONTENTS 
H. V. Munsam: Fertility of Polygamous Marriages. 
Grorce J. Stounitz: A Century of International Mortality Trends II. 


Ciype V. Kiser, E. G. Misuver, C. F. Westorr, R. G. Potter, Develop- 
ment of Plans for a Social Psychological Study of the Future Fertility of Two- 
Child Families. 


A GuosH: The Trend of the Birth rate in India, 1911-50. 
R. GutTMawN: The Birth Statistics of Massachusetts during the Nineteenth Century. 
J. R. L. ScuHnerpeR: Local Population Projections in England and Wales. 


Book Reviews. 
List of Books and Publications Received. 


Subscription price per volume of 8 parts 35/—net, post free (or American cur- 
rency $5.75). 


Single parts 15/—each plus postage (American $2.50, post free). 


Published by the Population Investigation Committee, at the London School of 
Economics and Political Science, 15 Houghton Street, London, W.0.2 
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THE QUARTERLY JOURNAL 
OF ECONOMICS 


Founded 1886 
Vol. LXX May, 1956 No. 2 
INTERNATIONAL WHEAT AGREEMENTS AND PROBLEMS 1949.56 
ITEGRATION AND EXCLUSION IN THE TELEPHONE EQUIPMENT 4 ae 


A GENERAL THEORY OF BASED" ON 


STATISTICALLY TESTED PROPOSITIONS ............... David R, Roberts 
THE_ RELATIONSHIPS BETWEEN MONEY COST, INVESTMENT, ane 

RATE OF RETURN fisch 
A SOLUTION OF THE KEYNES-HICKS. HANSEN NON-LI BAK EM. 

PLOYMENT MODEL ........- Brems 


NOTES AND DISCUSSIONS: 
Winnick’s Case for a Changing Attitude Toward Housing: 
Edited by E. H. Chamberlin for the 
Department of Economics, Harvard University 
$1.50 copy, $5.00 a year; 3 years, $14.00; 
Rate, $3.00 a year. 
Order from THE HARVARD UNIVERSITY PRESS 
CAMBRIDGE 38, MASSACHUSETTS 


METROECONOMICA 
International Review of Economics 

Volume VIII No. 2 
Intertemporal choice and the shape of indifference curve .............++> W. M. Gorman 
Some notes on L. Walras theory of capitalisation and credit ............ L. FLoss 
Point rationing and the consumer ............ dank M. McManus 
Volume VIII No. 3 
An analysis of the capitalist process of production ............ Moniguima 
On the classical multilateral exchange problem H, 
A simple device for approximating solutions of dynamics systems occurring in eco- 


Board of Editors: ©. Bresciani Turroni, L. Dupriez, E. Fossati (Managing Editor), 
R. Frisch, G. Lutfalla, A. Mahr, J. Marschak, G. U. Papi, R. Roy, E. Schneider, G. L. S. 
Shackle, R. Stone, J. Tinbergen, G. Tintner, F. Zeuthen 


Published every four months. Subscription $7 (two years $12). Communications to the 
editors may be sent to Professor Eraldo Fossati, director of the Institute of Economic 
Policy, Universitd, Genova (Italy). Communications regarding subscription to be sent to 
Licinio Cappelli, Corso 12, Trieste (Italy) or G. E. Stechert-Hafner, 31 East 10th Street, 
New York, N.Y. 
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THE JOURNAL OF MARKETING 


PUBLISHED QUARTERLY BY THE AMERICAN 


MARKETING ASSOCIATION 

Volume XXI JULY, 1956 Number 1 
on Charles Committee on Biographies 

Product Differentiation and Market Segmentation as Alternative Marketing Strategies 
Consumer Expenditures for Services in the United States ..............--005- Robert Ferber 
Marketing of Housebuilding Materials ................. Reavis Cox and Charles §. Goodman 
The Development of Early Thought in Marketing and Promotion ........ William T. Kelley 

ect of a Planned Shopping Center on an Older Center Serving the Same Area ... 


A Critique of the Cumulative Frequency Method for Testing Adequacy of Sample 


Untapped Rural Markets ...... W. R. Lund 
Additional Thoughts on Obtaining Tourist Data ..............e-cee0s L. J. Crampon 
Improving Government Marketing Data .............ceceeeeeceeeeees Fred D. Lindsey 
Preretailing and Consumer Buying Patterns Over Time .......--.0--seseeees Perry Bliss 

Legislative and Judicial William F, Brown, Editor 


Subscription pei. $6 per year in the U.S. ; other countries $7. Address communications to: 
Lincoln Clark, Editor-in-Chief, New York University, New York, N.Y.; George Mehren, 
Managing Editor, University of California, Berkeley ; Harry Rosten, Business Manager, The 
New York Times, New York, N.Y. 


INDIAN JOURNAL OF ECONOMICS 
(Founded by the late Professor H. Stanley Jevons in 1916) 


Vol. XXXVI No. 143 January, 1956 
(40th Year of Publication) 


Editor: Dr. OM PRAKASH 


CONTENTS 
ARTICLES 
The Pattern of India’s Foreign Trade in Relation to Economic Development..... 
Financial Institutions and the Private Sector in India ...............4. K. K. SHARMA 
Debenture Finance in India: A Sample Study for 1952 ............--.- S. S. SRIVASTAVA 
NOTES AND MEMORANDA 
A Note on Economic Equilibrium and Time Series .............+0-e000+ MAHESH CHAND 
A Note on the Basis of Classification of Public Debt and Public Expenditure ..... 


ECONOMIC LITERATURE 
Readings for Researchers 
Book Reviews 


Annual Subscription (four issues) Rs 17 or £ 1-6-0 or $3.80 to be remitted to the 
Managing Editor, Indian Journal of Economics, Allahabad-2. 
Issued by 
The Departments of Economics and Commerce 
University of Allahabad (India) 
WILLIAM DAWSON & SONS, LONDON 
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THE JOURNAL OF INDUSTRIAL ECONOMICS 


Board Editors: P. W. S$. Andrews (General Editor), Nuffield College, Oxford; Professor 
G & , University of Belfast; Professor Joel Dean, Columbia University; Professor P. 


Sargant Florence, Birmingham University ; Professor R. B. Heflebower, Northwestern University ; 
Professor E. S. Mason, Harvard University. 


Volume IV, No. 3, June 1956 


Gilbert Walker Highway Finance 


Almarin Phillips Concentration, Scale and Technological Change in Selected 
Manufacturing Industries 1899-1939 


F. A. Wells Productivity in a Printing Firm 
]. Johnston Scale, Costs, and Profitability in Road Passenger Transport 
W. Robertson The Raw Cotton Commission: an Experiment in State Trading 


This Anglo/American journal is especially devoted to the economic problems of industry 
and commerce. Its contributors are businessmen, economists engaged in industry, and specialist 
academic industrial economists. The Journal is published three times a year. MSS. from the 
United States should be sent to Professor Heflebower; and from other countries to the General 
Editor, care of the Publisher. The Annual Subscription is $3.50 (25/-), post free; single copies 
$1.70 (12/-), post free. Remittances should be sent to the publisher by personal check. 


Published by 
BASIL BLACKWELL @ OXFORD, ENGLAND 


THE INDIAN JOURNAL OF COMMERCE 
Organ of the Indian Commerce Association 
published quarterly 


EDITORIAL BOARD 


Dr. B. R. Misra, Patna Prof. H. K. Dutta, Waltair 

Prof. A. Dasgupta, Delhi Shri N. L. Nadda, Patna 

Dr. R. L. Varshney, Lucknow Shri Raghvendra Rao, Hyderabad 
Prof. B. D. Bhargava (Managing Editor) 


ANNUAL SUBSCRIPTION Rs. 12/- (£1 or $6) 
(Free to the members of the Indian Commerce Association) 


OFFICE BEARERS OF THE 
INDIAN COMMERCE ASSOCIATION 

President: Dr. 8. K. BASU, Head, Department of Commerce, University College of 
Arts and Commerce, Calcutta. 

Vice-President: SHRI M. R. TOKHI, Principal, G. 8. College of Commerce and Eco- 
nomics, Nagpur. 

Comes Secretary: PROF. B. D. BHARGAVA, Vice-Principal, Maharaja’s College, 
aipur. 

SHRI B. L. AGARWAL, Dept. of Commerce, Maharaja's College, 
aipur. 


For further particulars please write to: 
Managing Editor, 
INDIAN JOURNAL OF COMMERCE, 
Sawai Mansingh Highway, 
Jaipur (Rajasthan)—India 
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BULLETIN OF THE OXFORD UNIVERSITY 
INSTITUTE OF STATISTICS 
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